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Abstract  of  Dissertation  Presented  to  the  Graduate  School 
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Requirements  for  the  Degree  of  Doctor  of  Philosophy 
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By 
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Chairman:    James  L.  Wattenbarger 

Major  Department:    Educational  Leadership 

Structures  for  financing  public  community  college  systems  differ 
methodologically  from  those  for  other  forms  of  higher  education  and 
from  public  education  finance  methodologies  and  should  be  designed  to 
implement  the  philosophical  commitments  of  these  institutions.  This 
study  was  a  comprehensive  analysis  of  the  50  statewide  community 
college  finance  methods  used  in  1986.    One  purpose  of  the  study  was  to 
analyze  current  methodologies  and  construct  a  descriptive  model  which 
would  explain  the  1986  collective  national  funding  approaches.  A 
second  purpose  was  to  develop  1987  evaluation  criteria  to  reflect 
issues  and  concerns  relating  to  statewide  funding  and  to  determine  the 
extent  to  which  the  state  procedures  met  these  criteria. 

The  conduct  of  the  study  included  a  review  and  analysis  of 
finance,  public  policy,  and  community  college  philosophical  literature 
from  1975  through  1986  to  identify  issues,  trends,  and  problems  that 


ix 


impact  statewide  community  college  funding.    To  investigate  the 
problem,  five  research  questions  were  examined.    The  first  three 
questions  were  based  on  the  Statewide  Funding  Model  criteria  developed 
to  explain  national  state  funding  behavior  by  Wattenbarger  and  Starnes 
in  1976.    The  criteria  of  this  1976  model  were  measured  against  the 
1986  research  data  collected  in  this  study  through  the  use  of  the 
method  of  triangulation.    Quantitative  revenue  and  expenditure  data, 
state  laws,  procedures,  and  published  research  data  were  assembled 
from  state  directors  of  community  colleges  in  the  United  States 
through  a  mailed  questionnaire.    These  data  were  analyzed  through 
descriptive  statistics  and  case  studies.    Data  were  reported  in 
tabular  format  and  44  state  finance  case  study  summaries.    The  fourth 
and  fifth  research  questions  were  based  on  1986  issues  and  concerns 
about  statewide  finance  methods.    Criteria  to  evaluate  financing 
methodologies  were  developed  through  a  panel  of  four  finance  experts. 
Each  state  methodology  was  compared  to  the  criteria  and  reported  with 
an  index  measure  representing  the  extent  to  which  each  state 
methodology  met  the  new  1987  criteria. 

The  conclusions  of  the  study  confirmed  a  new  statewide  finance 
model  which  explained  the  methodological  finance  structures  in  1987  in 
the  United  States.    The  Wattenbarger  and  Starnes  Model  (1976)  was  not 
confirmed  as  descriptive  of  1986  national  funding  approaches.  Finance 
researchers  were  provided  a  new  base  for  future  studies  through  these 
results. 
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CHAPTER  I 
INTRODUCTION 


The  difficult  task  of  developing  strategies  and  priorities  to 
fund  statewide  systems  of  community  colleges  is  a  serious  problem  for 
most  states.    The  problem  has  been  amplified  in  the  late  1970s  and 
1980s  because  of  "shifting  demographic  trends;  projected  decreases  in 
the  college  age  populations;  combination  of  inflation  and  recession, 
which  has  driven  college  costs  upward  and  strained  available  tax  and 
other  support  dollars"  (Shirley  &  Volkwein,  1980,  p.  81).  The 
combination  of  these  forces  has  caused  adjustments  and/or  major 
changes  in  the  methods  used  in  many  states  to  allocate  funds  to 
conmiunity  colleges  within  the  statewide  system. 

The  revenues  available  to  state  legislatures  for  allocation  to 
higher  education  are  from  federal,  state,  and  local  taxes  plus  student 
tuition  (Wattenbarger  &  Cage,  1974).    There  is  conflict  between  those 
advocating  funding  based  on  the  community  college  philosophy  for 
equality  of  opportunity  with  the  goals  of  access,  plus  quality  with 
diversity  and  those  advocating  funding  based  on  cost  efficiency, 
accountability,  measurable  student  output  results,  and  an  economic 
concept  of  "equity."    State  leaders  can  increase  the  state  share  in 
the  allocation  procedures  in  order  to  maintain  the  philosophically- 
based  student  low-cost  tenet  of  the  community  college  movement. 
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Results  of  studies  have  indicated  that  a  few  states  have  reduced  state 

shares  (Gleazer,  1980;  Wattenbarger  &  Bibby,  1981;  Wattenbarger  & 

Heck,  1983;  Wattenbarger  &  Mercer,  1985;  Wattenbarger  &  Starnes,  1975; 

Wattenbarger  &  Stepp,  1979;  Yopp,  1982).    Jones  (1984)  reported  that 

a  record  28  states  had  mid-year  reductions  to  higher  education 

appropriations,  ranging  from  0.2%  to  nearly  20%  in  1982-83. 

The  justification  for  the  use  of  public  money  to  support  public 

higher  education  has  partially  been  based  on  the  economic  theory  of 

"externalities"  (Hoy  &  Bernstein,  1982;  Nelson,  1982).    Leslie  and 

Brinkman  (1986)  broadly  defined  externalities  as  "benefits  gained  by 

society  from  the  education  of  individuals"  (p.  228).    It  is  generally 

conceded  that  these  benefits — public  and  private — are  gains  for  each 

person  in  society.    Nelson  (1982),  in  discussing  the  controversy  over 

the  nature  of  benefits  and  the  balance  with  public  costs,  concluded: 

inherently,  the  external  benefits  of  the  higher  level 
of  education  are  consumed  collectively  and  accrue  equally 
to  everyone.  .  .  .  Since  people  may  place  different 
values  on  these  benefits,  the  political  process  is  charged 
with  finding  a  level  of  subsidy  that  is  acceptable  to  a 
majority  of  voters,  and  with  combining  the  concerns  of 
equity,  and  efficiency  into  a  single  finance  system, 
(p.  216) 

Equity  and  efficiency  are  criteria  used  by  economists  to  judge 
the  appropriateness  of  public  policy  (Brenneman  &  Nelson,  1981; 
Romano,  1986;  Wilcox  &  Shepherd,  1982).    "The  concept  of  efficiency  is 
central  to  such  issues  as  the  justification  for  subsidizing  community 
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colleges,  the  appropriate  level  of  public  support  for  different  kinds 

of  services,  and  the  distribution  of  the  financial  burden  among 

various  levels  of  governments,  students,  and  other  interested  parties" 

(Brenneman  &  Nelson,  1981,  p.  39).    Equity,  on  the  other  hand,  is 

judged  usually  in  three  ways:    (a)  focus  on  net  effect  of  taxes  and 

benefits  on  lifetime  income;  (b)  the  distribution  of  benefits  on 

current  income;  and  (c)  education  as  consumption,  in  which  researchers 

separate  the  costs  of  the  subsidies  from  the  benefits  of  subsidies  to 

evaluate  taxes  according  to  their  contribution  to  equalize  educational 

opportunity  (Brenneman  &  Nelson,  1981,  p.  94). 

When  researching  equity  and  efficiency,  the  tendency  has  been  to 

measure  in  terms  of  monetary  gains.    However,  Bowen  (1977)  researched 

studies  on  higher  education  finance  and  concluded  that  benefits  exceed 

the  cost  of  subsidies  by  a  factor  of  three  and  summarized  as  follows: 

The  monetary  returns  alone,  in  the  form  of  enhanced 
earnings  of  workers  and  improved  technology,  are 
probably  sufficient  to  offset  all  the  costs.    But  over 
and  above  the  monetary  returns  are  the  personal 
development  and  life  enrichment  of  millions  of  people, 
the  preservation  of  cultural  heritage,  the  advancement 
of  knowledge  and  the  arts,  a  major  contribution  to 
national  prestige  and  power,  and  the  direct  satisfactions 
derived  from  college  attendance  and  from  living  in  a 
society  where  knowledge  and  the  arts  flourish,    (p.  477) 

Cohn  (1974)  asserted  that  the  benefits  of  higher  education  have  a 

greater  impact  because  they  cover  a  wider  geographical  area  than  the 

lower  segments  of  education.    For  this  reason,  Cohn  felt  there  is  a 

stronger  argument  for  state  and  federal  involvement  in  higher 

education  subsidy. 
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To  support  the  rationale  for  public  support  of  higher  education, 

those  responsible  for  public  finance  policy  and  implementation  must 

determine  how  the  share  of  support  from  these  revenue  sources  will  be 

divided  (Brenneman  &  Nelson,  1981).    An  additional  concern  for  policy 

makers  and  financial  planners  is  the  distribution  of  legal  power. 

Finance,  legal  power,  and  problems  of  the  social  agency  are 

intertwined.    According  to  Wilcox  and  Shepherd  (1982) 

public  policy  is  formalized  in  law;  in  legal  prose, 
powers  and  public  agencies.    Yet,  its  essence  is 
economic.    Every  public  agency  has  certain  tools  in 
the  form  of  (1)  resources  and  (2)  legal  powers,  and 
(3)  problems,  defined  by  its  jurisdiction,  and  (4)  the 
severity  of  problems  in  it.    For  an  agency  to  be 
effective,  these  four  must  be  at  least  reasonably  in 
balance.  ...  An  agency  with  larger  problems  and  small 
tools  will  usually  be  ineffective,    (p.  58) 

State  legislatures  are  exercising  more  governance  over  public 
community  college  operations  through  fiscal  legislation  and  oversight. 
Martorana  and  Smutz  (1981)  reported  that,  in  1978,  for  the  first  time 
legislation  related  to  finance  outnumbered  the  legislation  related  to 
administration  and  governance.    Additionally,  in  1979,  one-third  of 
all  legislation  affecting  community  colleges  was  finance-oriented  with 
the  emphasis  on  cost  reductions.    Yopp  (1982),  in  a  survey  of  93%  of 
the  presidents  of  community  colleges,  cited  finance  as  the  number  one 
concern  followed  by  governance  and  state  control.    These  presidents 
indicated  state  funding  formulae  needed  to  be  changed  to  increase  the 
state  funds  and  tuition  portions  of  the  funding  formulae. 
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In  addition,  reduced  tax  revenues,  tighter  legislative  oversight 
and  focus,  increased  costs  of  providing  quality  educational  programs, 
and  tension  over  the  results  of  education  processes  have  resulted  in 
much  research  and  literature  on  the  financing  of  community  colleges. 
The  philosophy  of  open  access,  low  cost,  and  diversity  of  educational 
opportunities  is  intertwined  with  the  need  for  increased  efficiency 
and  accountability  for  tax  dollars. 

To  ensure  that  financing  procedures  address  the  current  issues 
relating  to  finance,  while  retaining  commitment  to  the  original 
purposes  of  the  community  college,  statewide  funding  evaluation 
criteria  are  developed  and  frequently  modified.    These  funding 
criteria  serve  as  guidelines  to  determine  if  the  allocation  method 
will  accomplish  the  goals  of  the  community  college  system  as  adopted 
by  law  and  the  antecedent  historical  practice  in  each  state. 

As  early  as  1962,  Morrison  and  Martorana  suggested  that 
"principles  for  establishing  the  procedures  for  support  patterns  be 
based  on  assumptions  .  .  .  consistent  with  community  college 
philosophy"  (p.  35).    A  number  of  financing  criteria  to  be  used  by 
state  leaders  to  evaluate  funding  procedures  are  included  in  the 
literature  (Amey,  1970;  Brenneman  &  Nelson,  1981;  Curry  &  Fisher, 
1986;  Garms,  1977;  Koos,  1925;  Martorana  &  Wattenbarger ,  1978;  Taylor, 
1985).    The  similarity  among  criteria  is  understandable  since  they  are 
based  on  the  same  philosophical  tenets.    The  major  philosophical 
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underpinnings  of  the  community  college  are  open  door  policy,  equal 
opportunity,  low  cost  to  students,  comprehensive  programs  for  college 
transfer,  occupational  training,  and  noncredit  lifelong  learning. 

While  these  philosophical  bases  are  present  in  theory,  the 
funding  mechanisms  to  implement  a  postsecondary  system  vary.  Recent 
studies  of  methods  used  by  states  to  finance  community  college  systems 
indicated  no  one  method  was  appropriate  for  all  states.  Gleazer 
(1980)  stated: 

frankly,  I  do  not  know  what  the  best  methods  would  be  in 
the  various  states.    Along  with  many  others  I  will  be 
looking  forward  to  the  results  on  an  intensive  study  of 
these  matters  by  the  Brookings  Institution,  directed  by 
economists  David  Brenneman  and  Susan  Nelson,     (p.  122) 

Brenneman  and  Nelson  (1981)  published  the  report  and  stated  in 

reference  to  the  existence  of  a  universal  financing  formula  for  a 

majority  of  states  that 

a  search  for  an  optimal  finance  plan  for  all  two  year 
colleges  is  pointless — the  history  of  community  college 
development  in  each  state  conditions  and  constrains  the 
range  of  choices  available  to  those  who  would  change 
existing  formulas,    (p.  161) 

Possibly  because  of  the  diversity  of  funding  methodologies,  the 
literature  is  lacking  in  models  to  explain  how  state  legislators  fund 
community  colleges.    Funding  models  are  used  to  analyze  the 
characteristics,  components,  and  underlying  philosophies  of  state 
funding  procedures  and  to  assess  similarities  in  order  to  group  state 
methodologies  into  a  model  or  series  of  models  to  explain  the 
implementation  of  the  public  charge  for  public  higher  education. 
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Two  major  models  are  widely  cited  in  the  literature.    One  is 

Garms'  (1977)  model  and  the  other  is  the  Wattenbarger  and  Starnes 

(1976)  Statewide  Funding  Model  for  Community  Colleges  (Assar,  1986; 

Brenneman  &  Nelson,  1981;  Loftus,  Hines,  &  Hickland,  1982;  McLeod, 

1979;  McLeod,  Wattenbarger,  &  Stepp,  1979).    Brenneman  and  Nelson 

(1981)  selected  these  models  as  a  basis  for  discussion  in  the 

Brookings  Institution  report  on  financing  community  colleges.  The 

Wattenbarger  and  Starnes  Model  appeared  to  be  emphasized,  probably  due 

to  the  model's  sensitivity  to  the  philosophical  bases  of  funding 

methodologies. 

Wattenbarger  and  Starnes  Statewide  Funding  Model 
for  Community  Colleges 

The  present  research  focused  on  the  Wattenbarger  and  Starnes 

Statewide  Funding  Model  for  Community  Colleges  developed  in  1976. 

Those  authors  surveyed  the  population  of  47  states  with  public 

community  colleges  and  concluded  that  procedures  used  to  fund  colleges 

could  be  categorized  into  a  four-part  model:    negotiated  funding,  unit 

rate  formula  fundings,  minimum  foundation  funding,  and  cost-based 

program  funding.    An  explanation  of  the  model  follows. 

1.    Negotiated  Budget  Funding 

State  funding  for  individual  colleges  which  must  be  either 
annually  or  biennially  negotiated  by  college  representatives 
with  a  state  legislature  and/or  a  state  board.  A 
corollary  requirement  may  be  analysis  and  approval  of 
each  individual  college's  budget  either  as  a  single  entity, 
or  by  line  item. 
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2.  Formula  Unit  Funding 

State  allocation  of  funds  to  colleges  on  the  basis  of  a 
simple  formula  specifying  a  stated  number  of  dollars  per 
unit  of  measure  which  may  be  units  of  instruction, 
enrollment,  output,  and/or  a  combination  thereof.  A 
minimum  local  tax  effort  may  or  may  not  be  required. 

3.  Minimum  Foundation  Funding 

State  funding  for  individual  college  districts  computed  at 
a  variable  rate  depending  upon  the  amount  of  local  tax 
funding  available  at  a  prescribed  minimum  raillage  levy, 
and/or  providing  a  state-guaranteed  minimum  level  of 
support  per  student  measure.    This  guaranteed  minimum 
level  per  student  measure  must  include  both  state  and 
local  funds.    The  variable  rate  allocation  of  state 
funds  may  be  expressed  as  either  a  set  dollar  per 
student  measure  amount  minus  the  required  local  millage 
levy  funds,  or  the  approved  district  budget  minus  the 
amount  produced  by  the  required  minimum  local  tax  levy. 
This  funding  method  is  also  referred  to  as  equalization 
funding. 

4.  Cost-Based  Program  Funding 

The  allocation  of  state  funds  on  the  basis  of  multiple  cost 
centers,  detailed  instructional  discipline  categories, 
program  function,  and/or  budgeted  object  of  expenditure. 
Cost  studies  at  either  the  state  level,  or  the  college 
level,  or  both  levels,  may  be  an  integral  part  of  the 
funding  process  or  an  implied  separate  activity.  These 
concepts  are  implicit  in  the  funding  method:    (a)  funding 
related  to  actual  costs  and  (b)  costs  varying  due  to 
program  and  other  institutional  factors.    (Wattenbarger  & 
Starnes,  1976,  pp.  91-92) 

At  the  same  time  Wattenbarger  and  Starnes  proposed  the  Statewide 

Funding  Model,  revised  funding  criteria  to  evaluate  funding  procedures 

were  developed.    The  criteria  reflected  new  or  changing  emphasis 

relating  to  financing  issues  in  the  literature  and  state  practices. 

The  dominant  themes  identified  in  the  literature  were  developed  by 

Starnes  (1975)  into  the  following  criteria  to  evaluate  state  funding 


procedures: 
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1.  The  state  recognizes  the  community  college  as  the  primary 
delivery  system  for  providing  publicly-supported 
postsecondary  education  by  providing  all  the  public  funds 
required  for  current  operating  expenses. 

2.  The  state  recognizes  its  responsibility  for  providing  equal 
educational  opportunity  for  all  citizens  through  the 
community  college  by  requiring  an  open  door  policy  for 
admissions  and  by  funding  the  full  cost  of  all  instruction, 
regardless  of  level. 

3.  The  state  recognizes  the  importance  of  maintaining  maximum 
sensitivity  to  community  needs  in  the  planning,  programming, 
and  operation  of  community  colleges  by  delegating  both  the 
authority  and  responsibility  for  college  operations  to  local 
boards  of  trustees. 

A.    The  state  recognizes  the  advantages  and  benefits  of  a  long- 
range,  coordinated  approach  to  postsecondary  education  by 
providing  statewide  coordination  of  a  long-range, 
comprehensive  plan  for  community  colleges  through  a 
single  state  agency. 

5.  The  state  recognizes  its  responsibility  for  supporting  \f±th 
equal  emphasis  all  programs  designed  to  implement  the  goals 
of  the  community  colleges:    (a)  guidance,  counseling,  and 
placement;  (b)  community  services;  (c)  general  education; 
(d)  career  occupational  education;  and  (e)  university 
parallel  education  by  distributing  state  funds  on  the 
basis  of  an  objective  formula. 

6.  The  state  recognizes  the  public  demand  for  accountability 
and  the  need  for  a  unified  management  information  system 
by  providing  leadership  and  full-cost  funding  for  the 
development  and  implementation  of  such  systems  at  both 

the  statewide  level  and  the  institutional  level.  (Starnes, 
1975,  pp.  95-96) 

Due  to  the  changing  political  and  economic  environment  in  which 
colleges  operate,  these  finance  criteria  are  frequently  modified.  In 
1978,  Martorana  and  Wattenbarger  modified  these  principles.  The 
present  study  also  included  the  development  of  a  set  of  criteria. 
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Statement  of  the  Problem 
One  purpose  of  this  research  was  to  determine  the  extent  to  which 
the  Wattenbarger  and  Starnes  Statewide  Funding  Model  (1976)  could  be 
used  to  explain  the  funding  methodology  then  used  by  the  49  states 
with  public  community  college  systems  and  to  adjust  the  Model  to 
explain  any  differences  that  existed  in  1986.    A  second  purpose  was  to 
develop  1987  Statewide  Evaluation  Criteria  to  reflect  current  issues 
and  concerns  relative  to  public  community  college  finance  procedures 
and  to  determine  the  extent  to  which  the  state  procedures  met  these 
criteria.    The  following  research  questions  were  addressed. 

1.  Which  state  procedures,  according  to  1986  data,  are 
consistent  with  one  of  the  four  categories  of  the 
Wattenbarger  and  Starnes  Statewide  Funding  Model  (1976)? 

2.  For  the  states  procedures  not  consistent  with  the  Statewide 
Funding  Model,  which  funding  procedures  or  practices 
differed  from  the  model  criteria? 

3.  To  what  extent  did  the  variant  procedures  occur  in  three  or 
more  states? 

4.  Which  evaluation  criteria  are  most  frequently  advocated  for 
states  to  use  to  evaluate  statewide  funding  procedures  to 
ensure  equitable  and  efficient  funding  as  reflected  in  the 
literature  from  1980  to  1986  and  by  expert  opinion  in  the 
field  of  higher  education  finance? 
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5.    To  what  extent  does  each  statewide  funding  procedure  meet 
the  newly  developed  1987  Statewide  Evaluation  Criteria? 
Definitions  of  Terms 
Public  community  college.    An  institution  supported  by  public 
funds  and  governed  by  a  publicly  appointed  board.    The  institution 
offers  the  first  two  years  of  college  course  work,  occupational 
training,  general  education,  remedial  education,  and  community 
service. 

State  funds.    Monies  appropriated  by  the  state  legislature  for 
the  financing  of  community  colleges. 

Local  funds.    Monies  from  all  public  in-state  government  sources 
other  than  the  state  level,  including  ad  valorem  tax  sources. 

Student  tuition  and  fees.    Assessments  made  against  students  for 
payment  of  courses,  laboratory  fees,  and  equipment  use. 

Funding  model.    A  descriptive  framework  categorizing  states 
according  to  similarities  in  methods  of  funding  community  colleges. 

Delimitations 
This  study  was  bound  by  the  following  restrictions. 
1.    The  study  was  limited  to  the  49  states  with  one  or  more 
public  community  colleges,  junior  colleges,  technical 
colleges,  or  two-year  university  branches. 


2.  The  descriptive  data  were  based  on  1986  descriptions  of 
state  funding  procedures  provided  by  the  responsible 
officials  of  state  agencies  in  each  state. 

3.  The  study  was  an  attempt  to  evaluate  the  methods  used  by 

49  states  to  fund  public  community  colleges.    The  study  was 
restricted  to  the  evaluation  and  analysis  of  funding  data 
provided  by  respondents  to  determine  if  methods  used  by 
states  are  consistent  with  the  1976  Wattenbarger  and  Starnes 
funding  model,  to  adjust  the  model  to  reflect  observed 
changes,  and  to  evaluate  the  current  state  methodologies 
with  evaluative  criteria  created  from  data  gathered  in  the 
study  from  a  panel  of  experts. 

Justification 

The  literature  relating  to  higher  education  finance  includes 
certain  principles,  criteria,  procedures,  and  theoretical  bases  that 
have  evolved  in  the  support  of  higher  education,  especially  in  the 
public  community  college  sector,  in  the  United  States.    These  bases 
are  ingrained  in  the  procedures  used  to  finance  higher  education. 
They  involve  the  tenets  of  equality  of  opportunity,  as  well  as  the 
goals  of  quality,  access,  and  diversity.    These  tenets  formed  the 
basis  for  developing  a  model  that  is  explanatory  of  the  methodologies 
used  by  various  states  to  accomplish  state  higher  education  goals  by 
placing  the  financing  procedures  of  each  state  in  a  descriptive 
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descriptive  category.    The  1976  model  was  revised  in  order  to 
reflect  the  1986  fiscal  practices  and  philosophical  environment.  In 
order  to  assess  the  extent  to  which  new  funding  methods  resolve  the 
problems  facing  statewide  financing  of  community  colleges,  an  accurate 
analysis  of  each  state's  procedures  and  policies  was  necessary. 
Additionally,  the  individual  state  analysis  examined  for  new  trends. 
This  research  study  provided  a  comprehensive  new  base  of  knowledge  for 
future  research.    Just  as  valuable  was  the  validation  of  how  states 
are  shifting  funding  approaches. 

Overview  of  the  Research  Methods 
Census-level  data  were  used  for  the  entire  population  of  the 
49  states  with  public  community  colleges.    The  descriptive,  ex  post 
facto  research  design  used  the  research  approach  of  "triangulation. " 
This  is  "the  combination  of  multiple  data  sources  and  methods 
in  the  analysis"  (Shapiro,  1986,  p.  168).    This  approach  allows  for 
the  incorporation  of  both  quantitative  and  qualitative  data  and 
methodologies  (Cook  &  Reichhardt,  1979;  Denzin,  1978;  Patton,  1980). 
Patton  discussed  several  advantages  to  this  approach.    It  allows 
greater  research  flexibility  in  data  collection  and  aids  in  the 
process  of  verification  and  validation  by  allowing  cross  checks  for 
the  consistency  of  findings  generated  by  different  data  collection 
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methods  and  cross  checks  for  the  consistency  of  different  sources 
within  the  same  method. 

Descriptive  statistics  in  the  form  of  frequency  distributions, 
means,  medians,  standard  deviations,  and  rank  order  computations  were 
used  in  the  analysis  of  the  quantitative  data.    The  data  were 
displayed  in  a  tabular  format  with  narrative  summaries  of  the 
quantitative  data  as  well  as  a  state  by  state  analysis. 

Qualitative  data  were  analyzed  by  incorporating  two  approaches. 
The  "discovery  oriented  approach"  as  described  by  Cuba  (1978)  was  used 
to  minimize  manipulation  by  the  researcher  and  lacks  prior  restraints 
on  the  research  outcomes  that  are  compatible  with  the  inductive  method 
of  qualitative  discovery.    Another  analysis  used  was  a  case  study 
format  to  identify  funding  patterns  and  themes  within  each 
state  and  across  states.    This  approach,  used  with  the  inductive 
approach,  allowed  relationships  and  patterns  among  variables  and 
states  to  emerge  from  the  analysis  process.    The  combination  of 
methods  permitted  the  capture  of  the  richness  of  the  nonquantitative 
data  which  is  of  critical  importance  to  this  study. 

Major  procedures  were  to  collect  funding  data  from  states  via 
questionnaires  and,  based  on  the  data  analysis,  states  were  evaluated 
to  determine  consistency  with  original  model  criteria  for  placement  in 
the  Statewide  Funding  Model.    For  states  not  placed,  the  model  was 
adjusted  to  take  into  account  the  variant  funding  procedures.  New 
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criteria  were  developed  to  be  used  to  evaluate  statewide  funding 
procedures  in  accordance  with  theoretical  bases  of  the  community 
college.    Finally,  the  funding  procedures  of  the  states  were  evaluated 
using  the  newly  developed  criteria.    Descriptions  for  data  collection 
and  analysis  follow. 
Data  Collection 

To  answer  the  research  questions  the  data  were  collected  in 
the  following  manner. 

1.  To  collect  data  for  research  questions  one,  two,  and  three 
for  placement  of  states  in  the  model,  a  questionnaire  (see 
Appendix  A)  was  mailed  to  each  state  level  agency  in  the  49 
states  with  public  community  colleges  requesting  funding 
data  procedures,  and  practices  relative  to  the  methods  used 
by  the  state  to  fund  community  college  systems  in  that  state. 
The  literature  was  reviewed  to  obtain  theoretical  and 
practical  background  information  and  certain  demographic  data 
necessary  to  the  study.    Telephone  calls  were  used  to 
follow  up  delayed  responses, 

2.  To  collect  data  for  research  questions  four  and  five  the 
following  steps  were  completed. 

a.    The  literature  was  reviewed  to  determine  the 

theoretical,  historical,  and  current  issues  relevant 
to  (i)  funding  community  college  systems  equitably  and 


16 

efficiently  and  (ii)  the  established  values, 
purposes,  and  activities  of  the  coramunity  college, 
b.    From  the  literature  review,  a  list  of  criteria  was 

developed.    The  list  was  compiled  into  a  questionnaire 
(Appendix  C)  which  was  mailed  to  a  panel  of  four  experts 
whose  publications  were  frequently  cited  in  the  field  of 
higher  education  finance.    The  panel  selected  those 
criteria  perceived  to  be  the  most  important 
when  evaluating  statewide  funding  programs.  These 
criteria  then  became  the  1987  Statewide  Evaluation 
Criteria. 

Data  Analysis 

1.    To  answer  research  question  number  one  and  determine  which 
states  were  consistent  with  the  1976  Statewide  Funding  Model 
the  collected  data  were  analyzed  in  the  following  manner, 
a.    The  collected  data  for  each  state  were  measured 

against  the  original  criteria  of  the  Statewide  Funding 
Model  using  the  best  judgment  of  the  researcher  to 
determine  whether  or  not  the  state  was  consistent  with 
criteria  in  one  of  the  four  methods  in  the  model.    To  be 
placed  within  one  of  the  frames  of  the  model,  the 
observed  state  funding  methods  had  to  meet  the  original 
model  criteria. 
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b.    Frequency  counts  and  other  descriptive  statistics  were 
used  for  the  analysis  of  quantitative  data  as  the 
analytical  method  to  place  states  within  the  model.  The 
case  study  approach  was  used  with  the  discovery 
method  to  analyze  collected  qualitative  data  which  were 
used  in  conjunction  with  quantitative  data  to  place 
states  in  the  model.    The  use  of  both  quantitative  and 
qualitative  methodology  is  appropriate  to  the  research 
approach  method  of  triangulation  and  increases  the 
validity  of  placing  the  states  correctly  by  providing 
cross  checks  for  placement  (Patton,  1980). 
To  answer  question  number  two  concerning  which  procedures  or 
practices  caused  a  state  not  to  be  consistent  with  one  of  the 
four  frames  of  the  Statewide  Funding  Model,  the  following 
analysis  was  used: 

a.  A  list  was  compiled  of  the  procedures  or  practices 
which  caused  a  state  to  be  excluded  from  the  model  as 
measured  by  the  original  model  criteria. 

b.  Descriptive  statistics  for  quantitative  data  and 
descriptive  narrative  for  qualitative  data  were 
used  to  identify  the  patterns  and  the  variant 
procedures  for  those  states  excluded. 
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3.  To  answer  research  question  number  three  concerning  the 
extent  to  which  variant  procedures  occurred  in  three  or  more 
states,  the  following  analysis  was  completed.    Using  the 
best  judgment  of  the  researcher,  based  on  quantitative  and 
qualitative  data  collected  and  previously  analyzed,  the 
variant  procedures  developed  as  an  outcome  of  research 
question  number  two  were  evaluated  for  similarities.  If 

a  variation  was  used  by  three  or  more  states,  it  was 
considered  a  sufficient  enough  occurrence  to  note  as  a 
possible  new  approach  on  the  horizon.    State  case  study 
and  quantitative  data  analyses  were  mailed  back  to  the 
state  respondents  to  validate  the  data  used  for  model 
adjustment. 

4.  To  determine  the  evaluation  criteria  most  frequently 
advocated  to  evaluate  whether  states  are  funding  equitably, 
efficiently,  and  according  to  the  established  purposes  of  the 
community  college  (question  four),  the  following  steps  were 
followed. 

a.    A  review  of  the  literature  was  conducted  to  determine 
items  relevant  to  the  purposes,  values,  goals,  and 
activities  of  the  community  colleges. 
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b.  The  list  of  items  was  mailed  to  a  panel  of  four  experts 
with  publications  frequently  cited  in  higher  education 
finance  literature.    The  experts  indicated  those  items 
considered  to  be  the  most  important  criteria  when 
evaluating  a  statewide  funding  program. 

c.  The  items  with  the  most  checks  were  summed  and  the 
items  rank  ordered.    These  items  became  the  final 
list  of  the  1986  Statewide  Allocation  Evaluation 
Criteria. 

5.    To  answer  question  five,  the  states  were  evaluated  against 
the  1987  Statewide  Evaluation  Criteria  using  a  method 
adopted  by  Martorana  and  Wattenbarger  (1978)  (discussed  in 
Chapter  II)  in  developing  an  earlier  list  of  funding 
criteria.    The  1987  Statewide  Evaluation  Criteria  was  used  to 
cross  check  the  proper  state  placement  and  evaluation  within 
the  final  Statewide  Funding  Model. 

Organization  of  the  Study 
Chapter  I  has  provided  background  information  and  justification 
for  a  study  of  the  Wattenbarger  and  Starnes  (1976)  Statewide  Funding 
Model.    Chapter  II  is  a  review  of  the  related  literature.    Chapter  III 
contains  the  methodology  and  specific  procedures  for  the  study. 
Chapter  TV  is  a  discussion  of  the  finance  questionnaire  research 
findings.    Chapter  V  contains  the  results  of  evaluation  criteria  and 
discussion.    Chapter  VI  is  the  summary  and  conclusions  of  the  study 
with  recommendations  for  future  research. 


CHAPTER  II 
REVIEW  OF  THE  LITERATURE 


Introduction 

A  search  of  the  literature  on  higher  education  finance  revealed 
that  research  has  been  based  on  the  concepts  of  equity,  efficiency, 
access,  tuition,  pricing,  external  benefits,  private  benefits,  capital 
outlay,  net  benefit  analysis,  individual  rates-of-return,  economies  of 
scale,  locus  of  control,  funding  patterns,  and  public  policy 
(Alexander,  1976;  Brenneman  &  Nelson,  1981;  Leslie  &  Brinkman,  1986; 
McMahon  &  Geske,  1982;  Nelson,  1982;  Romano,  1986;  Wattenbarger , 
1985).    The  review  for  the  present  study  focused  on  selected  literature 
topics  related  to  statewide  patterns  for  financing  public  community 
colleges.    Emphasis  was  placed  on  current  issues  in  public  finance 
related  to  problems,  methods,  policies,  and  procedures  used  in  the 
various  states  to  allocate  funds  to  community  colleges. 

The  time  span  of  this  review  was  from  1975  through  1986.  The 
literature  review  provides  the  justification  for  this  study,  which 
encompasses  public  support  for  community  colleges  on  the  basis  of 
externality,  equity,  and  efficiency  criteria.    The  historical 
development  of  finance  patterns  is  traced.    Financing  the  mission  of 
the  conimunity  college  and  current  issues  of  concern  are  discussed. 
The  development  of  criteria  to  provide  direction  and  evaluate  finance 
plans  are  reviewed. 
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Justification  for  Public  Support 
One  of  the  theories  used  to  justify  the  expenditure  of  public 
funds  to  support  public  community  colleges  is  the  economic  theory  of 
"externalities"  (Alexander,  1976;  Brenneraan  &  Nelson,  1981;  Hoy  & 
Bernstein,  1982;  Nelson,  1982;  Romano,  1986).  Leslie  and  Brinkraan 
(1986)  broadly  defined  "externalities"  as  "benefits  gained  by  society 
from  the  education  of  individuals"  (p.  228).    They  reviewed  research 
studies  on  rates  of  return  to  education  for  both  the  individual 
private  rates  and  societal  external  rates.    Their  conclusion  was  that 
studies  related  to  the  external  social  benefits  of  higher  education 
are  supportive  of  the  theory  that  society  benefits  from  higher 
education.    "A  reading  of  this  literature  leaves  one  with  the  distinct 
impression  that  traditional  rates-of-return  estimates  almost 
invariably  and  rather  decisively  understate  the  true  social  rates  of 
return"  (p.  228).    According  to  the  authors,  these  studies  can  provide 
a  basis  for  a  "go"  decision  to  allocate  funds  but  cannot  provide  a 
sufficient  basis  for  a  "no-go"  decision  to  withhold  funds  from  certain 
fields  just  because  the  research  studies  reflect  a  lower  rate-of- 
return  in  one  field.    Because  the  results  of  these  studies  may 
understate  the  true  rates-of-retum  the  authors  said  present  studies 
"should  not  be  considered  a  sufficient  basis  for  higher  education 
allocative  decision  making.    These  rates  understate  the  true  return  to 
education  by  a  substantial  margin,  probably  by  a  wide  margin"  (p. 
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228).    Leslie  and  Brinkman's  (1986)  conclusion  corroborates  Nelson's 
(1982)  conclusions  that  external  benefits  to  society  through  higher 
education  are  substantiated. 

The  various  state  procedures  attempted  to  maximize  social 
benefits  and  individual  benefits  through  the  allocation  of  funds  in  an 
equitable  and  efficient  plan.    The  efficiency  and  equity  criteria 
currently  used  to  evaluate  state  finance  plans  are  a  topic  of  major 
interest  (Alexander,  1976;  Brenneman  &  Nelson,  1981;  McMahon,  1982; 
Nelson,  1982).    The  goal  for  education  was  explained  by  McMahon  (1982) 
as  follows: 

When  it  is  efficient  and  equitable,  education  brings  about 
three  kinds  of  returns  that  together  comprise  humane 
growth — a  growth  of  actual  earnings,  a  growth  of  non- 
monetary returns,  and  a  more  equitable  distribution  of 
income,    (p.  2) 

McMahon  (1982)  saw  the  increased  interest  in  equity  and  efficiency  in 

financing  education  as  an  outgrowth  of  current  problems  faced  by 

society.    Economic  growth  for  the  individual  and  society  is  related  to 

the  productivity  growth  and  technological  development.    The  growth  of 

non-monetary  returns  has  an  impact  on  the  quality  of  life  for  the 

individual  and  the  society  as  the  individual  interacts  in  a 

democratic,  free  society. 

Finally,  improvements  in  the  equity  with  which  education  is 
distributed  among  pupils  has  an  important  bearing  on  the 
equity  with  which  full  income  is  distributed  later  in  life, 
reducing  the  need  for  income  redistribution  later  by  the 
current  methods  involving  more  costly  tax  and  welfare 
programs,     (p.  3) 
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However,  measuring  these  benefits  or  outcomes  of  education  is 

difficult  because  of  the  problems  associated  with  defining  and 

isolating  variables  (Brenneman  &  Nelson,  1981;  McMahon,  1982). 

"Both  expenditure  and  tax-side  decisions  involve  efficiency  and 

equity"  (McMahon,  1982,  p.  3).    Decisions  made  at  the  federal  and 

state  level  have  an  impact  on  the  sources  for  revenues  for  the 

community  college  system  as  a  whole.    Likewise,  the  state  coordinating 

agency  for  community  colleges  has  an  impact  on  the  revenue  source  of 

the  local  institution.    The  methods  and  procedures  decided  upon  at  the 

various  levels,  McMahon  (1982)  felt,  was  an  important  area  of 

research  and  in  keeping  "with  the  more  recent  trends  in  research  in 

public  finance  .  .  .  and  with  the  growing  popular  concern  with 

efficiency  (and  equity)  of  resource  use"  (p.  3).    He  says  further; 

Each  and  every  education  budget  decision  at  every  level 
implicitly  involves  the  potential  benefits,  or  effects 
in  relation  to  costs.    Furthermore,  a  budget  decision 
can  be  regarded  as  the  educational  plan  for  the  following 
year — especially  if  there  is  an  appropriate  integration 
between  educational  planning  and  the  budget.  Regarded 
in  this  way,  financing  education  deals  with  the  heart  of 
the  process  of  securing  efficiency  and  equity  in  the 
acquisition  and  use  of  resources,    (pp.  3-4) 

The  current  methods  used  by  state  officials  to  finance  community 

colleges  equitably  and  efficiently  are  rooted  in  the  manner  in  which 

the  community  college  system  evolved. 
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Historical  Development  of  Finance  Patterns 
The  development  of  the  community  college  system  of  today  has 
evolved  very  differently  from  the  evolution  of  the  elementary, 
secondary,  four-year  college,  and  university  systems.    Deegan  and 
Tillery  (1985)  analyzed  the  evolutionary  process  and  determined  that 
the  transformation  could  be  divided  into  four  generations  of 
evolution.    This"  framework  is  useful  to  discuss  the  financial 
development  of  the  community  college.    Deegan  and  Tillery 's  four 
generations  are  described  below,  integrating  characteristics  of  each 
developmental  period  as  described  by  the  authors. 
Generation  I  (1900-1930):    High  School  Extension 

During  this  period,  two-year  colleges  were  an  extension  of  the 
local  high  school.    The  primary  purpose  was  an  extension  of  the  public 
high  school,  offering  lower-division  college  courses  and  selected 
vocational  courses.    Students  were  usually  those  not  ready  for  the 
university  who  had  low  grade-point  averages  (GPA) ,  course 
deficiencies,  and  few  family  resources;  were  working  students;  or 
students  with  families.    These  schools  offered  remediation  as  well  as 
lower  college  level  coursework. 

Funding  was  based  on  the  methods  similar  to  those  used  to  fund 
the  K-12  system  with  an  emphasis  on  money  allocated  according  to 
average-daily-attendance  or  full-time-equivalent  students.  Local 
taxes  were  the  primary  means  of  operational  support  with  supplemental 
state  foundation  funds.    These  extensions  were  often  underfunded  with 
personnel  and  facilities  shared  with  the  local  high  schools. 
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Generation  II  (1930-1950):    Junior  College 

During  this  period  the  high  school  extension  concept  moved  toward 
a  separation  with  the  junior  college  emerging  as  an  individual 
institution.    Junior  college  districts  were  formed.  The 
governance  was  assigned  to  local  boards  of  trustees  with  the  school 
board  model  of  local  control  used  as  a  guide.    Program  offerings 
became  more  comprehensive.    There  was  national  recognition  of  the 
mission  of  the  junior  college  to  provide  postsecondary  opportunities 
to  everyone  who  could  benefit. 

Funding  was  generally  close  to  50%  local,  25-30%  state 
foundation,  and  25-30%  federal  support.    Tuition  was  generally  very 
low.    However,  the  local  school  method  of  allocation  was  still 
predominant  (Deegan  &  Tillery,  1985). 

Students  were  those  high  school  graduates  who  were  more  prepared 
for  advanced  study.    However,  because  of  the  "open  door"  concept, 
institutions  provided  a  second  chance  for  older,  married,  or  under- 
prepared  students.    Even  though  most  students  declared  intentions  to 
graduate  with  a  baccalaureate  degree,  less  than  one-third  of  entering 
freshmen  actually  transferred  to  the  upper  division. 
Generation  III  (1950-1970);    Community  College 

During  this  period  the  current  community  college  concept  began  to 
emerge.    The  emphasis  was  on  access,  federal  funding,  statewide 
governance,  shifts  toward  the  higher  education  model  of  operations  and 
financing,  and  increased  legislative  interaction. 
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The  emphasis  on  access  to  higher  education  resulted  in  increased 
financial  support  from  many  sources.    Local  and  state  governments 
cooperated  to  create  community  colleges  within  commuting  distance  of 
the  vast  majority  of  potential  students.    "The  G.I.  Bill  provided  the 
impetus  for  the  establishment  of  hundreds  of  new  community  colleges" 
(Wattenbarger ,  1985,  p.  262). 

As  this  new  type  of  higher  educational  institution  proliferated, 
the  four  functions  of  the  community  college  became  established.  Each 
of  these  new  colleges  provided  for  transfer  preparation,  vocational/ 
technical  education,  remediation,  and  guidance  (Wattenbarger,  1985). 
This  focus  resulted  in  the  diversity  of  purposes  which  to  this  day  has 
had  an  impact  on  funding  controversy,  problems,  and  procedures. 

Wattenbarger  (1985)  identified  this  period  as  a  shift  from  the 
K-12  concept  toward  the  higher  education  concepts  for  operations, 
governance,  and  financing.    "As  they  [community  colleges]  identified 
more  completely  with  colleges  and  universities,  they  incorporated 
financial  procedures  and  controls  into  their  structures  that  were  more 
similar  to  those  of  higher  education"  (p.  263).    This  movement  toward 
a  higher  education  model  resulted  in  the  incorporation  of  higher 
education  organizational  structure  characteristics  such  as 
institutional  budgets,  tenured  faculty,  departmental  structures, 
degree  programming,  and  bureaucratic  internal  structures.  Another 
occurrence  in  this  trend  was  the  establishment  of  "a  never-ending 
relationship  with  the  state  legislatures  and  governors'  office"  (p. 
263). 
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Governance  structures,  according  to  Deegan  and  Tillery  (1986), 
had  evolved  to  governance  at  the  institution  level  by  local  boards. 
However,  superstructures  for  governance  by  state  offices  emerged  as  an 
influence.    The  emphasis  by  these  statewide  governing  boards  or 
coordinating  boards  was  on  systemwide  coordination  for  financial 
planning. 

Increased  emphasis  on  statewide  coordination  and  financial 
planning  had  an  impact  on  traditional  funding  mechanisms.    As  the 
statewide  governing  systems  developed  in  the  various  states,  funding 
patterns  gained  an  individualism,  with  some  characteristics  of  both 
the  K-12  format  and  the  higher  education  format  (Wattenbarger ,  1985). 
Each  state  legislature  developed  a  unique  funding  pattern  depending  on 
the  financial  history  and  characteristics  of  the  state  (Brenneman  & 
Nelson,  1981;  Deegan  &  Tillery,  1985;  Nelson,  1982;  Wattenbarger, 
1985).    Predominantly,  these  systems  were  funded  with 
enrollment-driven  formulae. 

Sources  of  funding  during  this  third  generation,  from  1950-1970, 
shifted  to  larger  state  shares  and  less  local.    Federal  support 
increased  "through  vocational  education  funds  administered  through 
state  boards  of  vocational  education  and  through  the  Higher  Education 
Act"  (Wattenbarger,  1985,  p.  263).    The  philosophical  tenet  of 
student  low-cost  continued  as  an  important  criterion;  however,  the 
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student  share  did  begin  to  increase  in  this  period  (Brenneman  & 
Nelson,  1981;  Wattenbarger ,  1985;  Wattenbarger  &  Mercer,  1985). 
Generation  IV  (1970-1980s) :    Comprehensive  Community  College 

The  period  of  rapid  expansion  and  emphasis  on  access  stabilized. 
Cross  (1985)  indicated  the  emphasis  was  on  access  numbers  or  quantity 
as  a  success  indicator  rather  than  access  with  quality  educational 
outcomes.    Some  began  to  question  whether  or  not  the  community  college 
open  door  was  in  reality  a  revolving  door.    Expansion  of  programs  and 
community  service  appeared  to  begin  to  stretch  the  four  funding 
sources  beyond  acceptable  limits. 

The  funding  trend  was  toward  a  one-third  state  share,  a  one-third 
local  share,  and  a  one-third  student  share.    Wattenbarger  (1985)  also 
commented  that  an  alternative,  which  was  adopted  by  some  states,  was  a 
pattern  of  one-third  tuition  share  and  two-thirds  state  support.  A 
few  states  had  no  tuition  with  operating  revenues  comprised  of  state 
and  local  funding.    In  this  period  from  1970  to  the  mid-1980s, 
Wattenbarger  (1985)  noted  student-shared  costs  for  supporting  higher 
education  were  "solidified  .  .  .  since  that  was  the  established 
pattern  in  American  higher  education"  (p.  264). 

However,  this  era  was  marked  with  reduced  growth.    One  reason  for 
this  is  that  statewide  systems  for  establishing  community  colleges  had 
been  completed  by  most  states.    The  building  phase  had  ended, 
veterans  from  World  War  II  had  entered  and,  for  the  most  part, 
graduated.    Increased  revenues  depended  on  institutional  enrollment 
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growth  because  funding  patterns  remained  tied  to  enrollment-driven 
formulae.    Outreach  programs,  branch  campuses,  and  other 
nontraditional  methods  for  enrollment  growth  began  to  emerge  (Deegan  & 
Tillery,  1985). 

The  second  reason  for  lack  of  growth  occurred  in  the  late  1970s 
and  early  1980s.    The  national  economic  picture  was  one  of  inflation, 
recession,  and  a  resistance  to  increases  in  taxes  (Assar,  1984; 
Brenneman  &  Nelson,  1981;  Vader,  1986;  Wattenbarger ,  1985).    In  some 
states,  the  reduction  in  tax  revenues  had  a  great  impact  on  the 
competition  for  state  resources  (Hoy  &  Bernstein,  1982). 

The  Deegan  and  Tillery  (1985)  format  provided  a  method 
for  looking  systematically  at  the  transformational  process  of  the 
comprehensive  community  college.    But  each  state  has  had  unique 
developmental  forces  shaping  the  state  procedures  for  financing.  That 
is,  each  of  the  50  states  is  different  and  the  differences  are 
dependent  upon  the  past  historical  development  of  postsecondary 
education,  the  balance  between  public  and  private  colleges,  the  legal 
foundation  for  the  development  of  community  colleges  in  each  state, 
leadership  attitudes  in  vocational/technical  education,  existing 
patterns  of  financial  support  for  public  schools,  and  the  position  of 
power  of  the  state  universities  in  each  state  (Wattenbarger,  1985). 
Additional  elements  influencing  the  financial  development  and  funding 
patterns  of  the  states  are  "state  demographic  and  socioeconomic 
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characteristics,  state  patterns  for  providing  support,  and  the  extent 
to  which  the  state  actually  funds  the  stated  common  philosophical 
mission  of  the  community  college"  (Wattenbarger ,  1985,  p.  268).  The 
past  has  laid  the  foundation  for  the  current  and  future  funding 
problems. 

Current  Issues  Influencing  Financing 
Research  on  Comprehensive  Problems 

Researchers  studying  the  past  and  future  problems  facing 
community  college  management  at  the  local  and  state  level  have 
reported  on  comprehensive  problems  covering  a  multitude  of  issues. 
These  studies  provide  an  overview  of  the  range  of  problems  facing  the 
financing  of  community  colleges  in  the  1980s  and  into  the  1990s. 

"One  cannot  examine  the  problems  of  higher  education  in  the 
United  States  without  concluding  that  finance  affects  the  potential 
solution  of  almost  all  of  them"  (Wattenbarger,  1985,  p.  252). 
Brenneman  and  Nelson  (1981)  suggested  that  the  1980s  would  focus  on 
the  following  issues: 

1.  Should  the  community  college  continue  to  focus  on  the 
comprehensive  mission  or  focus  on  specialized  functions? 

2.  Should  public  universities  assume  some  of  the  same 
programs  traditional  to  the  community  colleges  such  as 
noncredit  short  courses,  remedial  programs,  community 
service,  avocational  programs,  or  vocational  and 
technical  programs? 
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3.  Should  baccalaureate-oriented  students  enroll  directly 
in  four-year  colleges  rather  than  community  colleges? 

4.  Should  student  tuition  continue  to  be  significantly 
lower  in  community  colleges  for  the  first  two  years 
or  should  the  state  neutralize  the  difference  \d.th 
public  colleges  and  universities? 

Deegan  and  Tillery  (1985),  in  Renewing  the  American  Community 
College,  identified  "issues  for  action  as  a  focal  point  for  discussion 
to  aid  policy  makers  in  their  deliberations"  (p.  303).    The  first  was 
the  issue  of  mission.    Community  college  officials  must  resolve 
misunderstandings  and  conflicts  over  their  comprehensive  mission. 
Second  were  issues  of  educational  outcome  and  theory.    The  authors  saw 
a  need  to  consolidate  and  integrate  knowledge  about  the  outcomes  of 
education  in  order  to  refine  concepts  and  theories  that  are 
appropriate  to  community  college  students.    Within  these  issues  of 
outcomes  and  theory,  two  factors  were  of  great  concern.    One  was 
evaluating  outcomes  in  developmental  education  and  the  second  was 
evaluating  learning  outcomes.    The  third  issue  was  one  of  governance. 
Deegan  and  Tillery  (1985)  concluded  from  their  study  that  more 
coherent  governance  structures  and  practices  were  needed  at  both  local 
and  state  levels.    A  fourth  issue  was  one  of  development  programs  for 
both  the  organization  and  staff.    Included  in  this  issue  was  a  need  to 
evaluate  and  create  development  programs  for  part-time  faculty.  The 
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The  fifth  issue  for  action  was  curriculum.    Retrenchment,  as  a  result 
of  financial  constraints  will  cause  a  reexamination  of  organization, 
mission,  and  accountability  of  programs  and  courses.    Student  services 
was  the  sixth  issue  to  be  considered  in  the  future.    From  their 
research,  the  authors  suggested  major  changes  were  needed  in  the 
conceptualization,  management,  and  roles  of  student  service 
professionals.    Directors  of  student  services  were  coping  with 
increasingly  diverse  student  populations  at  a  time  when  faced  with 
declining  fiscal  resources.    The  final  and  seventh  issue  for  action 
was  one  of  linkages  with  other  providers  of  education  (pp.  303-322). 
Deegan  and  Tillery  included  with  each  issue  a  list  of  questions  to  be 
focused  upon  when  examining  these  critical  issues.    While  not  included 
in  this  review,  these  questions  provide  a  greater  focus  on  the 
detailed  variables  of  each  broad  issue.    The  authors  concluded  that 
these  were  critical  issues  which  will  require  financial  support  and  a 
commitment  to  assessment  and  development  from  all  concerned  with  the 
comprehensive  community  college. 

As  a  result  of  field  interviews  with  policymakers  and  college 
leaders,  Brenneman  and  Nelson  (1981)  discovered  the  following  common 
issues  related  to  finance: 

1.  Aggregate  levels  of  support,  and  the  concern  that 
budgets  were  not  keeping  pace  with  inflation  and 
enrollment  growth. 

2.  How  responsibilities  should  be  divided  between 
state  and  local  support  (in  states  with  a  local 
contribution) . 

3.  Equalization  of  resources  among  districts  with 
different  property  wealth  per  student  (in  states 
with  local  support). 
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4.  Tuition  levels,  including  the  share  of  costs  that 
should  be  covered  by  tuition,  and  the  relationship 
to  tuition  charges  in  the  four-year  public 
institutions  within  the  state. 

5.  Financial  support  (or  lack  thereof)  for  community 
services  and  other  noncredit  activities. 

6.  The  incentive  effects  produced  by  various  finance 
formulas  and  the  behavioral  responses  that  use  of 
these  formulas  encourages,  often  unwittingly. 

7.  Problems  surrounding  the  distribution  of  state 
support,  including  the  choice  of  formula  (for 
example,  cost-based  versus  flat  rate),  the  use  of 
enrollment-driven  formulas  at  a  time  of  slow  (or 
no)  growth,  the  difficulty  of  converting 
nontraditional  activities  into  common  units  of 
measurement  for  support,  and  the  lack  of  start-up 
funds  for  new  programs,    (p.  166) 

Wattenbarger  and  Heck,  in  1983,  surveyed  state  directors  of 

community  colleges  and  discovered  common  concerns  for  financing 

community  colleges.    The  first  concern  was  for  a  higher  level  of 

support  for  the  smaller  or  rural  college  to  maintain  quality  and 

diversity  of  basic  programs.    The  second  concern  was  the  increasing 

demand  for  educational  services  that  were  not  financed  directly  by 

current  formulae  or  procedures.    Cited  as  examples  were  counseling  for 

part-time  students,  testing  services  for  placement  of  students,  or  for 

accountability  measurements.    The  third  problem  is  inequities  in 

funding  for  institutions  as  a  result  of  flat,  basic  funding.  The 

fourth  concern  was  that  limitations  placed  on  local  funds  had  resulted 

in  increased  competition  for  state  resources.    Associated  with  this 

concern  were  caps  on  enrollment  in  some  states.    These  two  problems 
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leave  the  only  method  for  increasing  revenue  to  be  increasing 
student  share.    The  last  and  overriding  concern,  of  course,  was 
spiraling  inflationary  costs. 

In  1985,  Wattenbarger  and  Mercer  surveyed  state  directors  of 
connnunity  colleges  in  the  United  States  and  determined  that  the 
problems  of  the  1983  survey  were  intensified,  but  the  emphasis  was  on 
how  to  deal  with  the  problems  or  how  to  implement  and/or- fund 
solutions  to  the  problems.    Cited  as  problems  were  deteriorating 
buildings  as  a  result  of  deferred  maintenance  to  plants  and  grounds; 
intentional  and  unintentional  caps  on  enrollment  by  basing  funding  on 
FTE  and  then  limiting  FTE  in  program  growth  plus  excluding  certain  FTE 
from  state  funding  and  other  such  methods;  increasing  demand  for  high 
tech  courses,  which  are  more  expensive,  with  no  additional  money  for 
equipment;  and  maintaining  quality  of  instruction  in  those  colleges 
where  there  were  enrollment  declines  since  funding  was  generally 
tied  to  enrollment. 

Yopp  (1982),  in  a  survey  of  93%  of  the  presidents  of  community 
colleges,  cited  finance  as  the  number  one  concern  followed  by 
governance  and  state  control.    These  presidents  indicated  state 
funding  formulae  needed  to  be  changed  to  increase  the  state  funds  and 
tuition  portions. 
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Martorana  and  Smutz  (1981)  reported  that,  in  1978,  for  the  first 
time,  legislation  related  to  finance  outnumbered  the  legislation 
related  to  administration  and  governance.    Additionally,  in  1979, 
one-third  of  all  legislation  affecting  community  colleges  was  finance- 
related  with  the  emphasis  on  cost  reductions. 
Financing  the  Mission 

Diversity  of  purposes  is  part  of  the  primary  mission  of  the 
comprehensive  community  college.    This  diversity  is  grounded  in  the 
basic  philosophy  of  the  community  college  (Martorana  &  Wattenbarger, 
1978).    Wattenbarger  (1985),  in  Deegan  and  Tillery's  book  Renewing  the 
American  Community  College,  discussed  the  problem  of  funding  a  diverse 
program  and  commented  that  the  variation  in  the  costs  of  different 
programs,  coupled  with  funding  on  a  set  amount  per  FTE  regardless  of 
program  costs,  results  in  over-funding  of  low-cost  programs  and 
under-funding  of  high-cost  programs.    Therefore,  colleges  with  a  large 
enrollment  in  high-cost  programs  are  at  a  disadvantage. 

Brenneman  and  Nelson  (1981)  questioned  whether  the  broad,  diverse 
mission  of  the  community  college  is  economically  feasible  and  even 
questioned  if  the  approach  should  continue.    Relying  on  their  research 
for  the  Brookings  Institution,  the  authors  saw  a  decline  in  the 
strength  of  the  transfer  program  and  advocated  the  majority  of  college 
level  programs  be  provided  at  four-year  colleges  or  universities.  In 
addition,  the  authors  reported  that  from  an  economist's  perspective 
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there  is  no  strong  case  for  state  subsidy  for  noncredit  or  lifelong 
learning  programs.    They  support  Gleazer's  (1980)  model  of  community- 
based  learning  centers  with  a  movement  away  from  the  college  emphasis. 
"The  vision  laid  out  by  Gleazer  is  .  .  .  the  logical  next  step  in  the 
evolution  .  .  .  with  a  diminished  role  for  traditional  college 
programs  and  students  and  an  extended  role  for  part-time,  nondegree 
seeking,  adult  learners"  (p.  215).    However,  they  said  that  grounds 
other  than  the  traditional  philosophy  of  the  community  college  must  be 
developed  before  legislatures  will  fund  these  programs. 

On  the  broad  issue  of  funding  the  traditional,  philosophical, 
tenets  of  the  mission,  there  are  many  who  disagree  with  the  Brenneman 
and  Nelson  (1981)  conclusions.    In  fact,  these  same  authors 
noted  that  state  and  institutional  leaders  were  opposed  to  abandoning 
the  diverse  program  mission  of  the  community  college.  Lombardi 
(1979),  Martorana  and  Wattenbarger  (1978),  Cohen  and  Brawer  (1982), 
and  Wattenbarger  (1985)  in  recent  publications  supported  the  diversity 
function  of  community  colleges. 

Brenneman  and  Nelson  (1981),  in  discussing  a  Wattenbarger  and 
Starnes  (1976)  research  conclusion,  stated  "they  argue  that  in  spite 
of  widespread  agreement  over  a  comprehensive  mission  the  states  fail 
to  provide  adequate  support  and  do  not  allocate  resources  in  a  fashion 
that  allows  the  mission  to  be  achieved"  (p.  162).    The  authors  then 
identified  two  issues  with  which  disagreement  exists  when  questioning 
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funding  the  mission.    "Our  interviews  with  state  officials,  however, 
revealed  widespread  disagreement  over  the  value  of  various  parts  of 
the  two-year  college  mission,  such  as  noncredit  courses  and  community 
service  activities"  (p.  162).    Although  these  two  activities  are  most 
frequently  mentioned  when  financing  the  mission  is  questioned,  they 
are  only  one  part  of  the  philosophy  and  mission.    The  major  mission 
emphasis  appears  to  be  the  formal  degree  programs,  general  education 
programs,  and  developmental  programs  (Brenneman  &  Nelson,  1981;  Garms, 
1977;  Martorana  &  Wattenbarger ,  1978;  Wattenbarger ,  1985).    On  the 
subject  of  funding  the  philosophy  of  the  community  college, 
Wattenbarger  (1985)  suggested  state  legislatures  are  not  funding  to 
achieve  the  mission  of  the  community  college.    But  he  stated  "a 
discussion  of  the  future  of  community  college  financing  is  not  based 
solely  on  a  desire  to  implement  the  philosophy  of  the  community 
college,  although  that  would  be  a  happy  approach"  (p.  278). 
Wattenbarger  suggested  that  financing  be  based  on  a  mixture  of 
implementing  the  philosophical,  economic,  and  political  factors;  the 
legislative  desires  to  contain  expenditures  where  possible; 
an  optimistic  outlook  on  the  future  of  the  community  college  system; 
and  a  concern  for  the  welfare  of  the  states'  citizens. 
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Methods  of  Financing  State  Systems 
There  is  general  concurrence  in  the  literature  that  there  is  no 
one  best  method  to  use  in  all  states  to  fund  community  college  systems 
(Brenneraan  &  Nelson,  1981;  Garms,  1977;  Loftus,  Hines,  &  Hickrod, 
1982;  Morrison  &  ffertorana,  1962;  Nelson,  1982;  Taylor,  1985; 
Wattenbarger  &  Cage,  1974;  Wattenbarger  &  Starnes,  1976).  Many 
researchers  have  studied  state  funding  methodologies  and  proposed 
models  which  would  explain  the  practices  of  state  funding  policies  or 
would  account  for  important  variables  for  all  states  (Bibby,  1983; 
Curry  &  Fisher,  1986;  Garms,  1977;  Taylor,  1985;  Wattenbarger  & 
Starnes,  1976). 

Wattenbarger  and  Starnes,  in  1976,  surveyed  49  state  directors  of 
community  college  systems.    They  found  that  even  though  there  were 
many  differences  in  the  methodologies  used  to  allocate  funds  to 
community  colleges,  there  were  also  some  common  elements.  These 
common  elements  enabled  the  researchers  to  develop  a  model  which 
explained  the  funding  procedures  of  the  various  states.    According  to 
the  authors,  the  states  used  one  of  four  methods:    (a)  negotiated 
budget  funding,  (b)  formula  unit  funding,  (c)  minimum  foundation 
funding,  and  (d)  cost-based  program  funding.    In  1975,  each  state 
methodology  fell  into  one  exclusive  model  category. 

The  Wattenbarger  and  Starnes  model  was  cited  frequently  in  the 
literature.    Assar  (1984)  reviewed  the  literature  for  specific  funding 
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pattern  models  for  the  states  and  determined  the  Wattenbarger  and 
Starnes  model  was  "repeatedly  referred  to  in  the  literature"  (p.  28). 

Brenneman  and  Nelson  (1981)  selected  the  Wattenbarger  and  Starnes 
model  for  discussion  in  the  Brookings  Institution  research  project  of 
economic  analysis  of  financing  community  colleges.    In  1981,  Brenneman 
and  Nelson  considered  the  categories  not  to  be  mutually  exclusive. 
They  observed  that  some  states  fit  into  two  categories. 

In  1982,  Loftus,  Hines,  and  Hickrod  reported  results  of  a  study 
entitled  Financial  Characteristics  of  U.S.  Community  College  Systems 
During  Fiscal  Years  1977  and  1980.    There  were  two  purposes.  The 
first  was  to  document  revenue  source  shifts  from  1977  to  1980. 
Second,  the  authors,  using  the  Wattenbarger  and  Starnes  model, 
analyzed  1981  state  funding  procedures  and  fit  each  state  into  the 
model.    Loftus  et  al.  concluded  "that  during  the  five  year  period  the 
majority  of  the  states  which  changed  funding  plans  did  so  by  changing 
from  more  complicated  types  of  funding  plans,  including  cost-based 
program  funding  and  minimum  foundation  funding,  to  less  complicated 
types  of  funding"  (p.  28).    The  data  of  the  study  revealed  that  from 
FY  1977  to  FY  1981  the  number  of  states  using  either  a  negotiated 
funding  plan  or  unit  rate  funding  plan  increased  from  29  to  A3.  A 
total  of  27  states  changed  funding  plans  from  FY  1976  to  FY  1981.  The 
authors  noted  that  seven  states  used  a  combination  of  two  of  these 
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plans.    However,  the  same  combination  was  not  used  by  the  seven. 

Their  conclusion  was  that  the  increase  in  the  use  of  the  negotiated 

funding  plan  and  unit  rate  funding  plan  provided  evidence  for 

support  of  the  theory  that  as  state  funds  have  become  less 
scarce  in  the  latter  part  of  the  1970s  and  early  1980s,  the 
amount  of  state  resources  to  be  allocated  for  community 
college  systems  has  tended  to  be  determined  based  upon 
simplified  methods  of  justification  and  reliance  upon  the 
political  process,    (p.  29) 

Loftus  et  al.  (1982)  cited  two  purposes  related  to  the  importance 
of  national  studies  on  revenue  shifts  and  funding  plan 
characteristics.    The  first  was  "a  significant  shift  in  funding 
resources  is  an  important  concern  because  it  threatens  the  two  central 
tenets  of  the  community  college  philosophy,  mainly,  local  control  and 
low  (or  no)  tuition"  (p.  1).    In  discussing  the  purposes  of  their 
research,  they  justified  the  study  of  state  funding  data,  plans, 
and  procedures  because  it  "enables  interested  persons  to  readily 
determine  which  states  to  contact  if  they  are  seeking  aid  in 
developing  new  funding  structures  in  the  future"  (p.  2). 

In  1985,  Wattenbarger  and  Mercer  surveyed  the  state  directors  of 
community  colleges  and  analyzed  funding  data  plus  statewide  allocation 
procedures.    They  concluded  that  the  model  of  funding  patterns 
"previously  developed  by  Wattenbarger  and  Starnes  is  no  longer 
appropriate  in  describing  ways  in  which  funds  are  allocated.  States 
no  longer  follow  to  the  same  extent  the  four  types"  (p.  55).  The 
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authors  supported  the  Loftus  et  al.  (1982)  conclusions  that  the  use  of 
the  negotiated  budget  funding  plan  had  increased.    They  continued  by 
saying  "there  has  even  been  developed  a  new  rationale  for  this 
procedure"  (p.  55).    There  were  two  reasons  cited  in  support  of  the 
shift  to  negotiated  funding  plans.    First,  it  provided  the 
"legislature  with  a  better  ability  to  select  priorities  and  to  control 
emphasis  on  expenditures"  (p.  55).    The  second  reason  was  that 
"accountability  is  clear  in  a  negotiated  budget  process"  (p.  55). 

Negotiated  budget  funding  traditionally  was  considered  to  have  a 
high  degree  of  accountability.    However,  the  overriding  negative 
concern  has  been  the  tendency  for  this  method  to  be  highly  political 
(Brenneman  &  Nelson,  1981;  Wattenbarger  &  Cage,  1974).    This  method 
also  may  require  a  large  state  staff  and  encourage  state  level 
decision  making.    Starnes  (1975)  indicated  also  that  pressure  may 
occur  for  the  state  to  regulate  both  revenue  and  expenditures. 

Unit  rate  formula  funding  created  much  concern  during  the 
late  1970s  and  1980s.    Declines  in  enrollment  decreased  allocations, 
and  the  fixed  and  variable  costs  of  institutions  were  not 
adequately  funded  (Brenneman  &  Nelson,  1981;  Wattenbarger,  1985). 
A  positive  feature  is  that  there  is  some  objectivity  involved  with 
this  method  of  allocation.    The  increasing  complexity  of  financing 
state  systems  has  resulted  in  more  complex  formulae  which  are 
difficult  to  adapt  with  small  revisions.    Generally,  however,  formulae 
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are  necessary  components  in  current  finance  plans  and  there  has  been  a 
tendency  for  this  to  be  used  in  conjunction  with  one  of  the  other 
types  in  the  Wattenbarger  and  Starnes  (1976)  model  (Brenneman  & 
Nelson,  1981;  Loftus  et  al.,  1982). 

Cost-based  program  funding  is  widespread.    Accountability  is 
built  into  this  method  and  it  bases  funding  on  actual  costs  of  the 
institution.    State  incentives  to  improve  programs  and  efficiency  can 
be  a  part  of  this  method.    However,  this  method  allocates  according  to 
an  average  of  costs  across  the  system  and  can  result  in  lower  funding 
than  is  required  for  an  institution  at  the  local  level  (Wattenbarger, 
1976). 

Minimum  foundation  funding  is  frequently  considered  equalization 
funding.    Recently  this  method  has  been  used  in  conjunction  with  other 
methods  in  the  Wattenbarger  and  Starnes  model  (Loftus  et  al.,  1982). 
This  method  was  utilized  in  an  attempt  to  guarantee  an  acceptable, 
minimum  level  of  support  for  quality  across  the  system. 

In  summary,  the  literature  supports  the  widespread  use  of  the 
Wattenbarger  and  Starnes  (1976)  model  and  research  on  the  model  for 
use  in  extending  knowledge  about  various  state  funding  mechanisms. 
The  literature  also  strongly  indicated  there  have  been  major  shifts 
among  states  to  uses  of  combinations  of  the  model  categories,  and  the 
rationales  and  basic  premises  on  which  the  categories  were  previously 
based  have  changed  over  time.    New  problems  confronting  financing 
community  colleges,  as  evidenced  by  the  literature,  indicated  there 
were  methods  evolving  which  the  1976  model  did  not  accurately  explain. 
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Funding  Guidelines 

Public  policy  funding  guidelines  serve  several  functions. 
They  can  be  evaluative  criteria  to  assess  whether  or  not  a 
financial  plan  has  met  stated  goals  and  objectives  (Arney,  1970; 
Garms,  1977;  Taylor,  1985;  Wattenbarger ,  1985;  Wilcox  &  Shepherd, 
1975).    Guidelines  can  also  serve  as  standards  to  provide  direction  to 
prevent  purely  ad  hoc  responses  to  isolated  problems  (Berdahl,  1971). 

In  the  early  1920s,  Koos  listed  a  taxonomy  of  purposes  for 
the  two-year  junior  college.    He  identified  several  problems 
associated  with  the  financing  of  the  junior  colleges.    While  not 
elucidating  guidelines,  the  problems  were  similar  to  those  that 
current  guidelines  attempt  to  prevent.    Among  the  problems  were  wide 
variations  in  the  level  of  per  student  support  among  the  junior 
colleges.    A  second  problem  was  the  difficulty  in  identifying  hidden 
costs  associated  with  the  joint  use  of  facilities  and  personnel.  A 
third  problem  was  that  courses  other  than  liberal  arts  courses  were 
not  adequately  supported.    Diversity  of  course  offerings  was  dependent 
upon  size.    Nonresident  students  caused  a  concern  with  local 
subsidies.    A  sixth  problem  was  a  need  for  increased  state  support  to 
equalize  local  tax  burdens.    And  last,  there  was  a  need  for  a 
thoroughly  developed  state  plan  before  junior  colleges  were  organized. 

Nearly  40  years  later,  Morrison  and  Martorana  (1962)  published  a 
report  which  dealt  with  suggestions  on  how  to  set  effective  procedures 
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to  finance  junior  colleges.    The  authors  suggested  "principles  for 
establishing  these  procedures  are  generally  based  on  certain 
assumptions"  (p.  35).    These  assumptions  were  as  follows: 

1.  The  student  share  should  be  kept  low  so  that  qualified 
students  are  not  priced  out  of  continuing  education. 

2.  Some  state  approval  agency  needs  to  have  the  authority 
to  provide  criteria  for  establishment  of  public  two- 
year  colleges  as  well  as  for  determining  the  ratio  of 
district  to  state  support. 

3.  The  local  institution  should  have  the  authority  to 
exceed  the  local  share  if  it  chooses  to  do  so. 

A.    An  effective  procedure  should  include  provisions  for 
periodic  reevaluation  in  terms  of  experience  and 
changing  costs,    (pp.  35-36) 

One  year  later,  Brumbaugh  (1963),  writing  in  the  development  of 
Guidelines  for  the  Establishment  of  Community/ Junior  Colleges, 
asserted  that  researchers,  up  to  that  point,  identified  no  clear 
pattern  of  support.    He  provided  some  general  considerations  to  be 
kept  in  mind  in  deciding  on  guidelines.    First,  opportunities  for 
postsecondary  education  should  not  be  limited  to  communities  that  can 
afford  to  provide  them,  but  as  evidence  of  interest  such  communities 
should  provide  shares  of  the  cost  commensurate  with  their  resources. 
State  revenues  should  supplement  the  local  community  resources  to 
ensure  a  diversified  program  of  high  quality.    Fees  and  tuition  should 
be  kept  as  low  as  possible.    Scholarship  and  financial  aid  should  be 
made  available.    "The  plan  of  financing  and  the  sources  of  support 
should  be  adequate  to  assure  stability  in  operations  and  the 
possibility  of  expansion  in  response  to  demonstrated  need"  (Brumbaugh, 
1963,  pp.  13-14). 
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The  general  assumptions  and  guidelines  in  the  early  literature 
provided  a  basis  for  future  formal  research  relating  to  the 
development  and  assessment  of  finance  guidelines  and  criteria. 

In  1970,  Arney  reviewed  75  sources  of  finance  literature  and 
surveyed  state  directors  of  community  colleges  to  develop  a  set  of 
criteria  to  test  state  patterns  of  support  for  community  colleges. 
The  research  yielded  seven  dominant  themes  which  appeared  10  or  more 
times  in  the  literature  relating  to  finance.    These  themes  reflected 
the  philosophic,  economic,  and  practical  issues  relevant  to  finance  at 
that  time.    Arney 's  research  provided  18  guidelines  and  7  criteria 
with  which  to  establish  and  evaluate  finance  procedures  for  statewide 
systems.    These  guidelines  included  (a)  the  formal  recognition  by  the 
state  of  junior  colleges,  (b)  a  minimum  level  of  state  support,  (c) 
allocation  through  the  use  of  an  objective  formula,  (d)  no  tuition, 
(e)  open  access,  (f)  a  state  coordinating  agency  with  a  state  master 
plan,  and  (g)  a  state  budget  review  agency  with  legal  requirements  to 
guide  the  review.    In  addition,  the  state  should  have  charge-back 
procedures  for  out-of -district  students  to  ensure  both  state  and  local 
support.    These  guidelines  also  included,  based  on  literature  sources, 
state  provisions  to  ensure  a  diversity  of  programs  regardless  of 
credit  awards.    Arney 's  systematic  approach  to  developing  these 
criteria  and  guidelines  provided  a  base  for  future  revisions  and 
updates  as  required. 
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Starnes  (1975)  adopted  Arney's  (1970)  research  method  and 
reviewed  100  sources  of  community  college  finance  literature  from  1970 
to  1974.    His  research  confirmed  Arney's  guidelines  and  criteria  as 
still  relevant.    In  addition,  Starnes'  literature  review  provided 
sufficient  documentation  to  add  the  following  two  guidelines. 

1.  The  state  should  provide  means  for  achieving 
accountability  at  the  community  college  level. 

2 .  The  state • should  provide  a  unified  state-wide 
information  system  for  improved  management  and 
institutional  data  comparability.    (Starnes,  1975, 
p.  52) 

Starnes'  review  provided  confirmation  for  the  relevancy 
of  the  guidelines  to  community  college  finance  from  the  1960s 
through  the  mid-1970s.    Starnes'  literature  review  reflected  the 
movement  of  public  policy  focus  from  concern  with  building  community 
colleges  to  the  results  of  what  the  funding  had  bought  for  society. 
Accountability  for  use  of  public  funds  and  means  to  assess,  monitor, 
and  feedback  the  uses  was  of  primary  concern.    From  this  point  forward 
accountability  and  management  information  system  (M.I.S.)  functions 
increasingly  were  permanent  guidelines  and  criteria. 

Drawing  on  Arney  (1970)  and  Starnes  (1975)  research,  Martorana 
and  Wattenbarger ,  in  1978,  developed  seven  criteria  to  use  in 
evaluating  statewide  funding  plans  for  community  colleges.  According 
to  the  authors  there  should  be  the  following  criteria: 
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1.  Consistency  with  the  characteristic  educational  and 
philosophic  goals  of  community  colleges:    (a)  open 
access,  (b)  comprehensive  programs,  and  (c)  local 
voice  in  governance  to  assure  responsiveness  to  local 
area  needs. 

2.  Reservation  to  the  administration  of  the  college, 
including  the  body  responsible  for  the  local  voice  in 
governance,  of  the  authority  and  duty  to  set  academic 
policy  for  the  institution. 

3.  Objectivity  in  determining  the  magnitude  (or  weight) 
of  value  to  be  assigned  the  factors  used  in  the 
financial  plan,  including  the  availability, 
reliability,  and  validity  of  data  for  evaluating 
support  formulas. 

4.  Protection  of  a  minimum  foundation  level  of  quality 
of  programs  and  services  provided. 

5.  Nonpreemption  of  policy  prerogatives  of  local  authority 
to  administer  the  budget  once  approved;  flexibility  in 
administration  and  management;  and  use  of  the  fiscal 
support  provided  for  the  college. 

6.  Equity  among  local  tax  jurisdictions  sponsoring  and 
supporting  community  colleges. 

7.  Accountability  to  the  supporting  agencies  and  the 
public  at  large.    (Martorana  &  Wattenbarger ,  1978, 
p.  8) 

Martorana  and  Wattenbarger ' s  1978  criteria  when  used  to  evaluate 
finance  plans,  although  generally  stated,  reflect  more  complex  factors 
used  in  the  funding  process.    There  was  a  high  degree  of  concern  in 
the  literature  of  this  period  for  more  objectivity  and  research  on 
factors  used  in  the  allocation  process.    The  increase  in  state  share 
in  the  revenue  source  was  reflected  through  the  concern  over  local 
vs.  state  control. 

By  1985  and  1986,  recession,  inflation,  decreasing  enrollments, 
less  tax  money  available,  competition  for  scarce  resources,  focus  on 
increasing  the  quality  of  education,  and  emphasis  on  high-cost,  high- 
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technological  training  programs  were  reflected  in  the  guidelines  and 
criteria.    The  concerns  for  equity  and  efficiency  in  financial  plans 
appeared  to  be  at  odds  with  funding  the  traditional  purposes  of  the 
community  college. 

Wattenbarger  (1985)  published  a  new  set  of  guidelines  which 
reflect  the  then  current  complexity  of  finance  plans  for  statewide 
systems.    These  were  as  follows: 

1.  The  plan  should  recognize  the  community  colleges  as  the 
primary  delivery  system  for  providing  publicly  supported 
postsecondary  education  at  this  level  by  designating  the 
state  as  the  responsible  agent  for  the  development  of  a 
plan  for  the  total  financial  support  of  these 
institutions. 

2.  The  plan  should  recognize  the  responsibility  of  the  state 
for  providing  equal  educational  opportunity  for  all  citizens 
by  requiring  an  open  door  policy  for  admissions  and  by 
providing  funds  for  the  full  cost  of  all  instruction 
regardless  of  the  level. 

3.  The  plan  should  provide  for  primary  support  from  state 
level  sources  supplemented  by  other  funding  sources; 
student  fees  therefore  should  be  kept  as  low  as 
possible. 

4.  The  plan  should  recognize  the  importance  of  maintaining 
maximum  sensitivity  to  local  community  needs  in 
planning,  programming,  and  operation  of  each  institution 
by  delegating  both  the  responsibility  and  the  authority 
for  institutional  operation  to  local  boards  of  trustees. 

5.  The  plan  should  provide  the  advantages  and  benefits  of 
a  long  range,  coordinated  approach  to  education  at  this 
level  by  providing  for  a  statewide  coordinating  agency 
which  has  only  one  responsibility,  that  of  coordinating 
these  institutions  at  the  state  level.    This  agency  may 
be  responsible  to  another  state  level  planning  agency 
which  has  concerns  for  all  of  education. 

6.  The  plan  should  recognize  responsibility  for  supporting 
with  equal  emphasis  all  programs  and  activities  which 
are  designed  to  carry  out  the  mission  of  the  community 
college:    (a)  assessment,  counseling,  and  placement; 
(b)  general  education;  (c)  occupational  education; 

(d)  university  parallel  education;  (e)  lifelong 
education  and  community  services,  by  distributing 
funds  on  the  basis  of  objective  formulas. 
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7.  The  plan  should  be  directly  related  to  program  cost 
factors  and  should  use  the  most  recent  available  data. 
There  should  be  provisions  for  fixed  costs  which  are 
common  to  all  institutions,  semi variable  costs  which  will 
be  somewhat  different  for  each  institution,  and  variable 
costs  which  are  related  to  factors  of  numbers, 
institution  size,  and  similar  data. 

8.  The  plan  should  include  parameters  which  are  related  to 
the  differentiation  of  funding  for  each  institution. 
These  parameters  should  include  the  following,  at 
least:    (a)  number  of  students  enrolled,  (b) 
geographical  location  of  the  campus,  (c)  status  of 

the  campus  or  center,  (d)  cost  of  program  or  course, 
and  (e)  cost  of  function. 

9.  The  plan  should  provide  the  state  coordinating  agency 
with  discretionary  authority  to  alleviate  emergency 
situations  through  a  policy  on  a  contingency  fund  to  act 
as  a  buffer  in  times  of  fluctuating  enrollments,  a  policy 
on  establishment  of  special  grants  to  colleges  to  enable 
an  institution  to  start  new  programs,  to  develop  models 
for  improving  college  management,  or  to  carry  out  new 
untried  or  experimental  programs. 

10.  The  plan  should  provide  a  management  information  system 
used  by  all  institutions  and  should  establish  a  common 
format  for  accountability. 

11.  The  plan  should  provide  for  ways  of  rewarding  efficiency, 
good  management,  and  improved  services. 

12.  The  plan  should  establish  a  three  step  process  model  in 
allocating  funds  to  each  institution:    (a)  conduct  an 
annual  cost  analysis  of  expenditures  in  each  college  and 
summarize  as  a  basis  for  establishing  values  for  the 
subsequent  year;  (b)  compute  the  total  appropriation 
request  and  forward  with  supporting  data  to  the 
legislature;  and  (c)  compute  for  each  college  the 
allocation  of  funds  for  that  institution,    (pp.  272-274) 

Brenneman  and  Nelson  (1981)  researched  the  financing  of  community 

colleges  from  an  economist's  perspective.    Their  guidelines  and  criteria 

are  too  long  to  include  here.    However,  these  guidelines  were  reflective 

of  the  tendency  for  guidelines  to  become  more  specific  and 

operationally  stated.    For  example,  rather  than  the  traditional 


statement  about  "low  tuition,"  the  authors  recommended  tuition  should 
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be  well  above  zero  but  less  than  full  cost,  usually- not  exceeding  33% 
with  subsidies  provided  by  both  state  and  local  governments.  Another 
guideline  was  that  remedial  courses  should  be  tuition-free  with  full 
state  and  local  subsidy.    In  the  area  of  vocational  training,  the 
authors  recommended  that  highly  specific  training  should  be  partially 
supported  by  the  relevant  firm,  unless  the  course  offering  was  part  of 
the  economic  development  program  intended  to  attract  new  industry. 
They  also  included  in  the  guidelines  that  political  consensus  should 
be  reached  concerning  the  community  college  mission  to  decrease 
disagreements  over  financing  patterns  and  policies. 

To  achieve  equity  and  efficiency  in  finance  plans,  complex  plans 
are  necessary.    Greater  equity  is  possible  with  full  state  funding, 
but  since  efficiency  gains  outweigh  equity  losses,  the  authors  said  a 
plan  should  include  state  and  local  support.    These  authors  also 
recommended  a  plan  based  on  differential  program  costs  because  this  is 
a  definite  improvement  over  simple  unit  rate  or  flat  grant  formulae. 
The  recommendation  for  use  of  formula  budgets  was  based  on  the  belief 
that  greater  equity  is  provided  than  by  negotiated  budgets  that  follow 
no  guidelines  and  are  politically  determined.    Brenneman's  and 
Nelson's  recommendations  supported  Martorana  and  Wattenbarger ' s  (1978) 
recommendations  that  enrollment-driven  formulae  need  to  be 
reconsidered  and  cost  structures  should  be  analyzed  and  financed  on 
the  basis  of  fixed  and  variable  costs,  not  by  a  single  average  cost 
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per  student.    Also  supported  is  the  recommendation  that  costs  of 
community  colleges  vary  with  size  indicating  economies  and 
diseconomies  of  scale.    Finance  formulae  should  reflect  this  fact 
since  it  is  very  difficult  to  adjust  college  size  to  the  optimal  level 
(least-cost)  of  operations. 

A  review  of  various  state  funding  procedures  revealed  guidelines 
used  by  the  states  to  guide  and  evaluate  financial  plans.    Alaska,  in 
1983,  adopted  very  specific  guidelines  for  the  evaluation  and 
development  of  the  formula  budget  to  allocate  funds  to  its  eight 
community  colleges.    The  eight  were  very  operationally  specific. 

The  Kentucky  guidelines  of  1983  reflect  the  emerging  trend  for 
state  finance  plans  to  provide  incentives  for  good  fiscal 
management,  along  with  special  funds  available  to  colleges  for  special 
needs.    These  two — incentives  and  contingency  funds  for 
special  needs — are  two  new  issues  documented  in  the  mid-1980s.  In 
this  state,  also  included  in  the  guidelines  was  an  allowance  for 
national  averages  and  compatible  institutional  costs. 

Summary 

In  summary,  the  literature  supports  the  importance  of  the  study, 
review,  and  development  of  finance  guidelines  and  criteria.  These 
guidelines  change  over  time  to  reflect  the  changing  challenges,  roles, 
and  needs  of  the  economic  picture.    However,  these  guidelines  and 
criteria  have  also  provided  a  standard  and  direction  to  ensure  the 
community  college  system  does  not  deviate  too  far  from  the  original 
philosophical  purposes. 
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This  literature  review  has  supported  the  premise  that  public 
funds  should  be  used  to  support  public  community  colleges  because  of 
broad  benefits  to  society.    The  literature  also  reflects  a  concern 
in  the  1980s  for  greater  efficiency,  equity,  and  accountability  for 
the  expenditure  of  these  funds.    At  issue  is  the  quality  of  output  and 
the  role,  scope,  and  mission  of  the  community  college  in  society. 
There  is  documentation  in  the  literature  that  the  shifts  in  state, 
local,  student,  and  federal  support  have  impacts  on  the  way  community 
college  systems  are  financed  and  the  quality  of  those  programs. 
It  is  also  obvious  that  state  leaders  should  search  for  better  ways  to 
finance  in  the  face  of  enrollment  decline,  inflation,  and  recession. 

state  finance  officers  use  research  on  the  funding  methodologies 
to  determine  new  trends  in  methods  to  finance  systems  and  as  a 
resource  base  when  there  is  interest  in  revising  plans. 

l^e  literature  also  indicated  that  over  the  years  guidelines  have 
become  more  specific  and  operational  in  content.    While  still 
reflective  of  the  original  philosophical  bases  of  the  community 
college,  guidelines  and  criteria  of  the  1980s  reflect  more  concern  for 
methods  to  keep  the  philosophy  and  purposes  from  being  redirected  in 
response  to  environmental  pressures. 


CHAPTER  III 
METHODOLOGY 


The  procedures  developed  and  used  in  collecting  data  for  the 
present  research  are  described  and  summarized  in  this  chapter.  The 
nature  of  this  study  required  analysis  and  synthesis  of  both 
quantitative  data  and  narrative  data  in  the  form  of  state  laws,  rules, 
policies,  and  practices  used  by  states  to  fund  public  community 
colleges  in  the  United  States.    The  problem  could  best  be  studied 
using  the  techniques  discussed  by  Denzin  (1978),  Patton  (1980),  and 
Shapiro  (1986),  referred  to  as  triangulation. 

The  methodology  consisted  of  selection  of  the  population, 
selection  of  a  questionnaire,  collection  of  the  data,  and  analysis  of 
the  data. 

The  project  began  with  a  search  and  review  of  finance  literature 
from  1975  to  1987.    From  this,  the  researcher  (a)  critiqued 
historical  funding  methods;  (b)  discussed  the  current  trends, 
practices,  and  problems  in  finance  of  higher  education;  and  (c) 
provided  information  on  future  directions  and  problems  facing  states 
when  financing  state  systems  of  community  colleges. 
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Population 

In  order  to  identify  current  practices  and  trends  for  the  future, 
it  was  necessary  to  look  at  all  states  in  the  United  States.  Excluded 
was  South  Dakota  which  has  no  public  community  college  system. 
Therefore,  49  states  served  as  the  population. 

Questionnaire  Selection 

To  determine  current  practices  of  the  states  to  appropriate/ 
allocate  funds  to  public  community  colleges,  the  researcher  selected 
a  questionnaire  which  had  been  field  tested  several  times  in  prior 
investigations  by  the  Institute  of  Higher  Education,  University  of 
Florida,  in  researching  community  college  finance.    The  questionnaire 
is  in  Appendix  A.      Financial  data,  current  financing  practices,  and 
historical  data  on  financial  issues  were  requested  on  the 
questionnaire.    Also  requested  was  a  copy  of  state  laws,  rules,  and 
published  research  reports  on  finance  from  each  state.      These  data 
were  used  to  answer  research  questions  one  through  three.  Research 
questions  four  and  five  are  addressed  in  the  following  chapter. 

Data  Collection 

The  questionnaire  was  mailed  to  the  State  Director  of  Community 
Colleges  in  each  of  the  United  States  with  the  exception  of  South 
Dakota.    A  cover  letter  describing  the  study  was  mailed  with  the 
survey.    A  second  letter  and  questionnaire  were  mailed  for  follow-up. 
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Telephone  calls  were  made  to  the  last  few  state  directors  not 
responding.    The  return  rate  was  88%.    Six  state  directors  did  not 
respond.    These  six  systems  comprise  2%  of  the  total  community  college 
enrollment  for  1985-86,  the  period  of  time  covering  data  requested  by 
the  survey. 

Data  Analysis 

Due  to  the  nature  of  the  study,  it  was  necessary  to  analyze 'the 
data  to  document  current  practice  as  well  as  detect  possible  future 
trends  in  community  college  finance.    Therefore,  several  analytical 
approaches  were  used  to  analyze  the  data.    The  use  of  several 
methodologies  in  the  study  of  the  same  research  problem  is  known  as 
triangulation  (Denzin,  1978;  Patton,  1980).    Triangulation  allows  the 
researcher  to  exercise  flexibility  in  the  data  collection  and  analysis 
procedure.    It  allows  both  quantitative  and  qualitative  data  to  be 
used  to  study  a  single  problem.    Patton  (1980)  discussed  strengths  of 
traingulation  as  (a)  increasing  the  level  of  comparability  of  data, 
(b)  the  method  allows  the  researcher  to  check  the  consistency  of 
findings  generated  by  different  collection  methods,  and  (c)  the  method 
allows  the  researcher  to  check  the  consistency  of  different  sources 
within  the  same  method. 

The  quantitative  data  in  this  analysis  were  analyzed  with 
an  Apple  microcomputer.    The  descriptive  statistics  were 
interpreted  and  presented  using  rank  orders,  percentages,  means, 
medians,  and  frequencies.    The  data  were  displayed  in  tabular  format. 
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The  purposes  of  organizing  the  state  funding  process  data  in  a 
case  study  format  was  to  identify  patterns  and  themes  within  the 
particular  funding  methods.    The  case  study  approach  provided  an 
in-depth  study  of  each  state.    This  inductive  process  allowed  the 
relationships  of  the  variables  to  emerge  in  the  process  of  analysis. 
The  case  study  data  were  summarized  from  an  analysis  of  the  data 
provided  by  the  respondents. 

Answers  to  specific  data  questions  gleaned  from  questionnaire 
responses  served  as  a  cross-check  for  the  emerging  trend  data  of  the 
case  studies.    The  answers  to  questionnaire  items  supported  the 
information  reported  by  the  state  director  in  describing  the  funding 
methods  used  by  that  state  in  support  of  the  community  college  system. 

To  determine  the  consistency  of  each  current  funding  process  with 
the  Wattenbarger  and  Starnes  1976  Model,  each  state  funding 
methodology  had  to  meet  the  major  criteria  of  the  original  study.  The 
following  steps  were  followed  to  analyze  the  data  and  determine  the 
appropriate  categorization  of  each  state. 

1.    Laws,  rules,  and  questionnaire  data  were  analyzed  and 
summarized.    The  results  were  compared  to  the  original  criteria  set 
forth  by  Wattenbarger  and  Starnes. 
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2.  If  a  major  process  met  the  predominant  original  model 
criteria,  the  state  was  placed  within  that  model. 

3.  Variations  from  the  original  model  criteria  were  noted  for 
each  state. 

4.  The  variations  were  analyzed  to  determine  if  the  observed 
variations  formed  a  meaningful  grouping  in  terms  of  similar  processes. 
The  states  were  regrouped  according  to  these  similarities  in  funding 
processes. 

5.  If  a  frequency  of  three  or  more  states  (6%  of  the  states)  had 
funding  methodologies  very  similar  to  each  other  in  the  major 
processes,  a  new  category  was  formed. 

6.  The  original  Wattenbarger  and  Starnes  Model  categories  which 
had  no  states  meeting  the  criteria  were  deleted. 

To  validate  the  data  analysis  and  the  results,  each  state's  case 

study  summary  data  and  financial  data  were  returned  to  each  state. 

The  state  respondents  were  requested  to  check  the  data  for  accuracy  ■ 

and  return  any  suggestions  for  corrections. 

Development  and  Application  of  1987  Criteria  for 
Evaluating  Finance  Procedures 

To  develop  a  1987  set  of  criteria  to  be  used  to  evaluate 
statewide  financing  procedures  for  public  community  colleges  and  apply 
the  set  following  procedures  were  followed. 

1.    The  literature  relevant  to  funding  methodology  evaluation 
criteria  was  reviewed.    In  addition,  the  general  finance  literature 
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was  reviewed  to  gather  data  on  current  and  possible  future  problems 
facing  statewide  financing  of  community  colleges. 

2.  These  data  were  translated  into  16  major  criteria  related  to 
issues  important  to  the  financing  of  statewide  systems. 

3.  Four  experts  recognized  nationally  through  extensive 
publication  in  the  field  of  community  college  finance  were  selected  to 
'be  a  panel  of  experts  to  complete  the  questionnaire  on  the  evaluation 
criteria.    The  questionnaire  is  contained  in  Appendix  C. 

4.  Frequency  data  were  calculated  for  each  questionnaire 
criterion  to  determine  the  importance  level  for  each  of  the  16 
criteria. 

5.  The  decision  rule  to  determine  which  criterion  to  include  in 
the  final  evaluation  criteria  was  that  75%  of  the  responses  had  to  be 
at  the  essential,  high,  or  medium  consideration  levels. 

6.  State  finance  programs  were  evaluated  against  these  criteria 
using  the  state  case  summaries,  descriptive  statistical  data  analysis, 
and  the  best  judgment  of  the  researcher. 


CHAPTER  IV 
QUESTIONNAIRE  AND  CASE  STUDY  RESULTS 


One  purpose  of  this  research  was  to  determine  the  extent  to  which  the 
Wattenbarger  and  Starnes  Funding  Model  (1976)  could  be  used  to  explain  the 
funding  methodology  then  used  by  the  49  states  with  public  coimnunity 
college  systems  and  to  adjust  the  model  to  explain  any  differences  that 
existed  in  1986.    A  second  purpose  was  to  develop  1987  Statewide  Evaluation 
Criteria  to  reflect  current  issues  and  concerns  relative  to  public 
community  college  finance  procedures  and  to  determine  the  extent  to  which 
the  state  procedures  meet  these  criteria. 

The  results  of  the  study  were  determined  by  (a)  analysis  of  the 
various  states'  financial  data  collected  through  a  questionnaire  mailed  to 
each  state  director  of  community  colleges  in  the  United  States,  (b)  a  case 
study  analysis  of  each  states'  current  and  proposed  funding  practices,  and 
(c)  an  analysis  of  the  literature  relating  to  financing  community 
colleges  from  1975  through  1986.    In  this  chapter,  first,  the  results 
of  the  finance  questionnaire  are  presented;  second,  the  results  of  the 
state  case  study  analyses  are  presented  (the  research  data  on  the 
evaluation  criteria  questionnaire  are  presented  in  Chapter  V);  and 
finally,  the  results  for  the  first  research  questions  are  summarized. 
Conclusions  about  these  research  questions  are  presented  in 
Chapter  VI. 
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Findings  From  the  Questionnaire 

The  purpose  of  the  questionnaire  used  in  this  study  was  to  collect 
data  from  each  state  director  relating  to  finance  policies  and  procedures 
in  addition  to  selected  information  about  revenues  and  expenditures.  Each 
state  director  of  community  colleges  was  mailed  a  copy  of  the  questionnaire 
with  a  cover  letter.    Only  seven  state  directors  failed  to  return  data. 
The  seven  states  involved  are  listed  in  Table  4-1.    South  Dakota  had  no 
public  community  colleges  and  the  seven  states  for  which  their  were  no  data 
constituted  3%  of  the  total  enrollment  in  public  two-year  colleges. 

Summary  statistics  reflecting  the  responses  of  the  state  directors  to 
the  questionnaire  items  are  reported  at  the  end  of  each  presented  table. 
Participating  states  from  which  data  were  not  reported  were  not  counted  in 
the  percentage  calculations. 

Listed  in  Table  B-1  (in  Appendix  B)  are  the  reported  changes  in 
methods  of  financial  support  since  1984  by  support  type.    The  possible 
types  in  which  change  could  occur  were  general  purpose  grants/ 
appropriations,  restricted  grants/appropriations,  or  formulae.  Local 
changes  could  occur  in  tax  or  tuition  policies. 

Frequency  and  percentage  statistics  reported  in  Table  B-2 
(Appendix  B)  are  based  on  the  39  states  from  which  there  were  responses 
to  this  item.    Four  state  directors  did  not  report  data  for  this  item. 
Seven  state  directors  reported  changes  in  general  purpose 
grant s/appropriations  which  comprise  17.9%  of  the  reporting  states. 
Directors  of  six  states  reported  changes  in  restricted  purpose/grants 
funds  from  fiscal  year  1983  to  1985  or  12.8%  of  the  reporting 
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Table  4-1 

States  From  Which  No  Data  Were  Reported 


No  Data  Reported 


Fall  1985  Enrollment 
Public  Community  Colleges 


Alaska 
Hawaii 
Maine 

Massachusetts 
New  Hampshire 
North  Dakota 
Vermont 


7  states  total 
Total  U.S. 

%  of  total  enrollment 


18,103 
21,588 
11,865 
69,860 
6,055 
7,615 
3,634 


138,720 
4,584,901 
3% 


Note.    South  Dakota  had  no  public  two-year  colleges. 

Source:    American  Association  of  Community  and  Junior  Colleges,  1987. 
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states  on  this  item  have  had  changes  in  this  area.    Of  the  responding 
states,  15  or  35.4%  have  experienced  changes  in  formulas  from  1983  to 
1985.    Local  support  changes  have  occurred  largely  in  tuition  fees, 
with  12  states  or  30.7%  reporting  changes  in  this  area. 

In  addition,  state  respondents  expecting  changes  in  1987-88  in 
these  areas  of  state  and  local  support  are  listed  in  Table  B-2.  The 
percentages  of  those  expecting  such  changes  range  from  5.4  to  8.1. 

Data  about  the  sources  of  revenue  devoted  to  general  operating 
and  unrestricted  funds  for  each  state  on  a  percentage  basis  are  found 
in  Table  4-2.    Fourteen  states  had  no  local  support  or  derived  less 
than  1%  from  local  sources  (0.30%).    Four  states  had  percentages  of 
local  support  higher  than  state  support  (9%).    Table  4-3  reflects 
respondent  data  on  the  state  sources  by  percentage  for  general  operating 
funds  by  state. 

Data  reported  by  state  respondents  on  categorical  funds  are 
provided  in  Appendix  B,  Table  B-3.    Generally,  these  funds  supported 
economic  development  or  vocational  programs.    Data  on  capital  outlay 
totals  for  1985-86  and  the  sources  of  these  funds  are  shown  in  Table 
B-4,  Appendix  B.    Economic  constraints  have  generally  limited  the 
availability  of  capital  outlay  funds. 

Funding  for  noncredit  courses  was  a  topic  of  much  discussion. 
Based  on  the  literature  review  it  was  evident  there  was  divided 
support  on  the  issue  of  states  sharing  in  the  financing  of  noncredit 
lifelong  learning  courses,  as  well  as  state  support  for  noncredit 
certificate  courses.    There  is  very  little  support  in  the 
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Table  4-2 

Percent  of  1985-86  Operating  Funds  by  Source 
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68,634,872 

Idaho 

38.7 

31.8 

14.3 

4.3 

4.0 

15,018,800 

Illinois 

37.0 

34.8 

23.2 

0.5 

4.5 

513,487,504 

Indiana 

64.0 

0 

36.0 

0 

0 

77,610,000 

Iowa 

49.07 

10.96 

30.72 

5.31 

3.94 

137,610,836 

Kansas 

25.2 

59.4 

9.8 

2.3 

3.3 

105,710,633 

Kentucky 

74.8 

0.2 

24.8 

0.1 

0.1 

42,420,293 

Louisiana 

69.24 

0 

30.14 

0.24 

0 

16,729,582 

Maine 
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Table  4-2 — Continued 


State 

State 

% 

Local 
% 

Student 
rees 

% 

federal 
% 

Other 

% 

Total 
Funds 

Maryland 

40.0 

32.0 

27.0 

0 

2.0 

196,886,793 

Massachusetts 

Michigan 

40.6 

25.3 

29.1 

1.5 

3.5 

413,346,318 

Minnesota 

64.0 

0 

36.0 

0 

0 

89,668,328 

Mississippi 

45.8 

16.7 

17.0 

6.4 

14.1 

125,619,077 

Missouri 

39.8 

28.7 

20.5 

2.6 

8.4 

119,148,025 

Montana 

42.5 

38.8 

7.2 

7.4 

4.0 

- 

Nebraska 

36.8 

42.5 

15.9 

1.7 

3.1 

60,992,309 

Nevada 

81.2 

0 

17.3 

0 

16.6 

21,452,317 

New  Hampshire 

New  Jersey 

34.0 

jU  .U 

2o.O 

0 

8.0 

New  Mexico 

77.7 

5.9 

10.7 

.9 

4.8 

New  York 
SUNY 

33.8 

Jl.D 

28.2 

1.5 

4.9 

32,814,132 

New  York 
CUNY 

North 
Carolina 

78.6 

12.3 

5.7 

3.2 

0.2 

304,901,343 

North  Dakota 

Ohio 

48.89 

21.56 

25.8 

0.13 

3.62 

141,797,410 

Oklahoma 

Oregon 

34.7 

48.3 

17.0 

0 

0 

165,124,828 

Pennsylvania  37.4 

27.2 

35.0 

0.4 

0 

207,449,869 

Table  4-2 — Continued 


State 

State 
% 

Local 
% 

Student 
Fees 
% 

Federal 

% 

Othpr 

% 

1  o  uax 
Funds 

Rhode  Island 

74. 0 

0 

23.0 

0 

1.0 

29,256,456 

South 
Carolina 

67.74 

8.22 

• 

14.55 

0.75 

2.49 

133,657,528 

South  Dakota 

Tennessee 

77.3 

0 

16.9 

0 

1.3 

73,079,700 

Texas 

61.33 

17.0 

11.58 

4.41 

5.68 

757,502,517 

Utah 

58.0 

0 

18.0 

5.0 

19.0 

67,552,507 

Vermont 

Virginia** 

69.7 

0 

21.9 

5.7 

2.7 

213,034,141 

Washington 

84.6 

0 

15.4 

0 

0 

244,990,332 

West 
Virginia 

70.0 

0 

19.0 

6.0 

5.0 

14,559,000 

Wisconsin 

26.0 

53.0 

16.0 

5.0 

0 

304,932,500 

Wyoming 

64.0 

30.0 

6.0 

0 

0 

53,810,091 

*  1984-85  reported  data 
**  1986-87  reported  data 
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Table  4-3 

Sources  of  State  Appropriations  by  Percent  for  General 
Operating  and  Unrestricted  Funds 


Sales    Income    Property    Excise    Lottery    General  Other 
State  Tax         Tax         Tax  Tax  Fund  

Alabama  33        48  12 

Alaska  (2) 

Arizona  (1) 

Arkansas  100 

California  ^                                                         5.2         94.5  .3 

Colorado  100 
Connecticut 

Delaware  100 

Florida  *  100 

Georgia  33.2     47.9         .3            4.1          0  14.5 
Hawaii  (2) 

Idaho  94.6  5.4 

Illinois  100 

Indiana  100 
Iowa  (1) 

Kansas  34.2     44.8  9.2 

Kentucky  100 

Louisiana  16.9     18.8                       3.1  15.7 
Maine  (1) 

Maryland  lOo 
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Table  4-3— Continued 


Sales    Income    Property    Excise    Lottery    General  Other 
State  Tax       Tax  Tax  Tax  Fund  

Massachusetts  (1) 

Michigan  100 

Minnesota  100 

Mississippi  100 

Missouri  100 

Montana  49  51 

1 

Nebraska  37.2     49.4  I3.4 

Nevada  33  1.4 

New  Hampshire  (1) 

New  Jersey         (No  taxes  specified  for  higher  ed.    Some  programs 

funded  from  lottery  which  reimburses  general  fund  for 
expenditures.) 

10.1 


New  Mexico          38.3  12.6 

13 

New  York  SUNY  100 

North  Carolina 

100 

North  Dakota  (1) 

Ohio 

100 

Oklahoma  (1) 

Oregon  (1) 

Pennsylvania 

100 

Rhode  Island 

100 

South  Carolina 

100 

South  Dakota  (3) 
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Table  4-3— Continued 


C  4-  <-i  4-  ^ 

Sales 
lax 

Income 
iax 

Property 
Tax 

Excise 
Tax 

Lottery 

General 
Fund 

Other 

100 

Texas 

100 

Utah  (1) 

Vermont  (1) 

• 

Virginia 

100 

Washington 

84,6 

15.4 

T  T          L      T7  •             •  • 

West  Virginxa 

100 

Wisconsin 

99.7 

.3 

Wyoming 

100 

Frequency 

8 

6 

2 

3 

2 

32 

4 

Percentage  of 
36  reporting 
states 

22.2 

16.6 

5.5 

8.3 

5.5 

88.2 

11.1 

(1)  No  breakdown  reported 

(2)  Did  not  participate 

(3)  No  community  college  system 

*State  lottery  scheduled  to  begin  January,  1988 
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literature  for  state  support  of  noncredit  recreation/leisure  courses. 
Some  believe  these  noncredit  courses  should  be  supported  100%  by  the 
student  or  in  combination  with  local  money  (Gleazer,  1980;  Martorana  & 
Wattenbarger,  1978;  Wattenbarger ,  1985).    Survey  data  results  on  how 
noncredit  courses  were  financed  in  the  areas  of  certificate 
programs,  lifelong  learning,  and  recreation/leisure  are  displayed  in 
Appendix  B-5.    In  thirteen  states,"  noncredit  certificate  programs  were 
supported  with  state  funds.    Of  those  13,  11  respondents  reported 
percentages  equal  to  or  higher  than  percentage  contributions  from  local 
and  student  support.    In  other  words,  about  26%  of  the  states  with  such 
programs  were  responsible  for  providing  at  least  the  majority  of  funds  for 
noncredit  certificate  programs.    Fifteen  of  those  programs  were  supported 
100%  by  student  fees.    The  two  controversial  areas  for  state  support  of 
noncredit  courses  are  noncredit  lifelong  learning  and  recreational/leisure 
courses.    Five  states  had  support  for  lifelong  learning  courses  and  one 
state,  Indiana,  had  support  for  recreation/leisure  courses. 

State  level  data  on  mean  expenditures  per  full-time  equivalent 
student,  mean  expenditures  per  headcount,  and  the  unduplicated  full-time 
and  part-time  headcount  are  shown  in  Table  4-4.    The  reported  full- 
time  equivalent  enrollment  is  reported  generally  on  an  annual  basis, 
however,  a  few  respondents  reported  fall  data.    Table  4-5  is  a  rank  order 
of  states  by  mean  expenditure  per  full-time  equivalent  enrollment  from 
highest  expenditure  to  lowest. 

Student  tuition  was  another  controversial  topic  in  recent 
literature.    Some  authors  and  researchers  linked  increasing  tuition  to 
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Table  4-4 

1985-86  Mean  Expenditures  of  Operating  Costs  for  Credit 
Programs  by  State 


$  per 

Unduplicated         $  per 
State  Headcount  FTE 


Unduplicated 
Headcount 
FT  PT 


Annual 
FTE 


Alabama  3 , 405 

Alaska(2) 

Arizona 

Arkansas  3 , 284 

California  1,687.47 
Colorado 
Connecticut 

Delaware 

Florida  599.59 
Georgia  5,104 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky (1) 
Louisiana  2,070 
Maine(l) 


1,289 
FT  3,496.89 


4,458 

3,454 

5,092 

3,007.90 

3,202 

4,511 

3,814 
3,620 


5,821 

2,744 

3,332 

2,633.85 

4,072 

3,349 


33,553  25,207 


4,254  5,696 
261,471  918,489 


72,387  143,518 


11,097 
38,793 


49,097 
49,041 


44,978 

50,101 

6,418 

659,499 

19,600 

2,978 
(Fall) 

5,951 

132,833 

13,447 

2,580 

181,687 
23,293 
52,247 


4,996 
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Table  4-A — Continued 


State 


$  per 

Unduplicated      $  per 
Headcount  FTE 


Unduplicated 

Headcount 
FT  PT 


Annual 
FTE 


Maryland  2,855 
Massachusetts(l) 

Michigan  3,461 

Minnesota          1,460  3,700 

Mississippi  2,998 

Missouri  4,218 

Montana             3,391  3,553 

Nebraska               554.35  3,532.48 

Nevada                  945  2,912 
New  Hampshire (1) 

New  Jersey         2,310  3,756 

New  Mexico  3,766 

New  York  SUNY  4,248 

North  Carolina  2,172.75 
North  Dakota(l) 

Ohio                  2,553  5,041 
Oklahoma(l) 

Oregon  3,421 

Pennsylvania      2 , 794 

Rhode  Island     2,194  4,135 


total  61,400 


1,279 

108,501 


37,692 
(Fall) 


2,258 


69,664 


109,925 
24,237 
41,907 
28,241 
1,823 
17,027 
7,366 

66,025 
7,127 
126,074 
88,903 


12,262       50,940  31,759 


48,268 
74,245 
6,520 


4,095  8,190 


72 


Table  4-4 — Continued 


$  per  Unduplicated 
Unduplicated       $  per                Headcount  Annual 
State  Headcount  FTE  FT  PT   FTE 


South  Carolina 

3,003 

27,600 

South  Dakota(3) 

Tennessee 

3,350 

4,740 

58,098 

49,992 

76,409 

Texas  (1) 

Utah 

5,063 

13,342 

Vermont  (1) 

Virginia 

953 

3,604 

48,595 

145,783 

51,380 

Washington 

1,793 

2,932 

63,932 

72,674 

83,555 

West  Virginia 

1,677 

2,894 

2,998 

5,255 

4,783 

Wisconsin 

5,097 

51,349 

Wyoming 

3,369 

5,267 

5,439 

10,750 

10,217 

(1)  data  not  reported 

(2)  did  not  participate 

(3)  no  community  college  system 


Table  4-5 

Rank  Order  of  States  by  Reported  Expenditure  Per 
FTE  1985-86  Data 


Mean 

State  Expenditure  per  FTE  Annual  FTE 
 (in  Dollars)  


Idaho 

5,821 

2,580 

Wyoming 

5,267  (computed  from  10,217 

reported  data) 

Wisconsin 

5,147 

56,173 

Georgia 

5,104 

13,447 

Arkansas 

5,092 

6,418 

Utah 

5,063 

13,342 

Ohio 

5,041 

31,759 

Tennessee 

4,740 

76,409 

Connecticut 

3,116 

13,716 

Alabama 

4,458 

44,878 

New  York  SUNY 

4,248 

126.074 

Missouri 

4,218 

28,241 

Rhode  Island 

4,135 

6,520 

Kansas 

4,072 

25  959 

Delaware 

3,814 

5,951 

New  Mexico 

3,766 

7  127 

New  Jersey 

3,756 

66,025 

Florida 

3,620 

132,833 

Virginia 

3,604 

51,380 

Montana 

3,553 

1,823 

Nebraska 

3,532 

17,027 

Michigan 

3,461 

109,925 

Arizona 

3,454 

51,101 

Oregon 

3,421 

48,268 

Louisiana 

3,349 

4,996 

Indiana 

3,332 

23,293 

Colorado 

3,202 

19,600 

California 

3,007 

South  Carolina 

3,003 

27,600 

Mississippi 

2,998 

41,907 

Washington 

2,932 

83,555 

Nevada 

2,912 

7,366 

West  Virginia 

2,894 

4,783 

Maryland 

2,855 

64,532 

Pennsylvania 

2,794 

74,245 

Illinois 

2,744 

181,687 

Minnesota 

2,700 

24,237 

Iowa 

2,633 

52,247 

North  Carolina 

2,172 

88,903 

Table  4-5 — Continued 


States  With  No  Reported  Data: 

Alaska 
Hawaii 
Maine 

Massachusetts 
New  Hampshire 
North  Dakota 
Oklahoma 
Vermont 
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decreasing  equal  opportunity  for  students  for  whom  community  colleges 
were  created  to  serve.    Appendix  B-6  is  a  display  of  data  on  the  percent 
of  tuition/fees  which  have  increased  or  decreased,  by  state,  since  1983. 
Decrease  in  fees  occurred  in  Alabama  for  out-of-state  students.  The 
remainder  of  states  reporting  changes  showed  increases.    Ten  respondents 
reported  an  increase  of  a  minimum  of  approximately  20%  for  in-district 
or  in-state  fees.    Four  respondents  reported  percentage  increases  above  30% 
for  tuition. 

The  questionnaire  was  used  to  gather  data  related  to  state-mandated 
activities  and  the  corresponding  level  of  state  support  for  those 
activities.    Discussion  on  legislatively-mandated  activities  was 
prevalent  in  finance  literature.    This  can  include  mandated  entry-  or 
exit-level  testing  and  placement  of  students  as  a  result  of  test 
scores.    It  can  also  include  reducing  class  sizes  in  specific  courses 
with  caps  on  those  enrollments  for  future  years. 

The  amount  of  funds  available  for  financial  aid  has  been  a  topic 
of  concern  in  the  literature  for  the  past  two  years.    Survey  results 
reported  in  Appendix  B-7  show  the  percent  change  in  funds  available  for 
financial  aid  from  fiscal  year  1983  to  1985. 
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As  reported  in  Chapter  II,  a  frequently  discussed  topic  in 
finance  literature  was  the  impact  of  enrollment  declines  on  financing 
commiinity  college  systems.    In  many  instances  the  loss  of  enrollment 
revenue  and  corresponding  loss  of  state  or  local  funding  per  student 
enrollment  has  placed  many  systems  in  the  awkward  position  of  being 
unable  to  protect  minimum  quality  standards  for  programs.  Enrollment 
decline  is  the  overriding  factor  causing  changes  from  an 
enrollment-driven  finance  procedure  to  a  cost-driven  procedure,  or  a 
formula-grant  procedure.    Listed  in  Table  B-8,  Appendix  B,  are  the 
respondents'  quotes  on  the  survey  question  concerning  state  provisions 
for  colleges  experiencing  enrollment  declines. 

Displayed  in  Table  B-9  is  each  state  respondents'  reply  to  the 
question  relative  to  current  critical  problems  facing  state  financing  of 
community  colleges.    Mentioned  frequently  by  these  respondents  as 
problems  are  enrollment  declines,  shrinking  tax  bases  and  revenues,  and 
the  high  cost  of  technical  programs. 

Case  Studies  of  States 
This  section  is  a  presentation  and  discussion  of  the  results  of 
the  case  studies  that  detail  state  funding  methodologies.    The  data 
for  the  case  studies  were  provided  by  each  state  director  of 
community  colleges.    Through  the  questionnaire,  copies  of  laws, 
procedures,  and  other  published  studies  of  relevance  to  the  current 
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financing  of  the  state  system  were  requested.    The  case  study  data 
were  analyzed  and  matched,  if  possible,  to  one  of  the  four  original 
model  funding  methods — negotiated  budget  funding,  unit  rate  formula 
funding,  minimum  foundation  funding,  or  cost-based  program  funding. 
This  section  is  organized  by  each  of  these  four  funding  methods. 
Each  subsection  will  contain  the  original  model  criteria,  the 
current  variations  and  similarities  of  states  placed  in  the  category 
as  a  result  of  this  research,  and  finally  the  case  studies  for 
each  state. 

Minimum  Foundation  Funding 

This  funding  pattern  funds  individual  college  districts  at  a 
variable  rate  depending  on  the  amount  of  local  tax  available  at  a 
prescribed  minimum  millage  levy,  and/or  provides  a  state  guaranteed 
minimum  level  of  support  per  student  measure.    The  state  guaranteed 
minimum  level  of  support  per  student  measure  must  include  both  state 
and  local  funds.    The  variable  rate  for  allocation  of  state  funds  may 
be  expressed  as  either  a  set  dollar  per  student  measure  amount  minus 
the  required  local  millage  levy  funds  or  the  approved  district  budget 
minus  the  amount  produced  by  the  required  minimum  local  tax  levy. 
This  funding  pattern  is  also  referred  to  as  equalization  funding 
(Wattenbarger  &  Starnes,  1976). 
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There  were  no  states  meeting  the  original  model  criteria  or 
research  criteria  for  the  minimum  foundation  funding  pattern.  This 
pattern  is  a  traditional  public  school  funding  method  and  was  used 
extensively  in  the  early  periods  to  fund  community  colleges.  States 
requiring  local  tax  millage  levies  and  guaranteeing  minimum  levels  of 
state  support  to  a  specified  level  still  existed;  however,  the  research 
criterion  to  qualify  this  procedure  as  the  state  level  funding  method 
was  that  it  had  to  be  the  only  method  or  the  predominant  method  in  use. 
Since  there  were  no  states  in  which  this  funding  pattern  met  the 
specified  criterion,  there  were  no  case  studies  to  report. 
Negotiated  Budget  Funding 

This  funding  pattern  includes  state  funding  for  individual 
colleges  which  must  be  either  annually  or  biennially  negotiated  by 
college  representatives  with  a  state  legislature  and/or  a  state 
board.    A  corollary  requirement  may  be  the  analysis  and  approval  of 
each  individual  college's  budget  either  as  single  entity  or  by  line 
item.    No  local  share  is  included  (Wattenbarger  &  Starnes,  1976). 

The  research  data  provide  support  for  the  fact  that  single 
entity  budget  or  line  item  approval  as  the  sole  criterion  for 
negotiation  had  evolved  into  a  funding  process  which  was  used  as 
one  part  of  the  total  financing  operation.    The  research  data  on 
practice  support  the  fact  that  negotiation  methods  remained  a 
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strong  part  of  funding  patterns  but  were  used  only  in  conjunction 
with  a  second  funding  model.    Data  results  indicate  that  the  methods 
used  in  conjunction  with  the  negotiation  type  of  funding  included  a 
newly  defined  method  prevalent  among  the  various  states.    This  new 
method,  defined  through  this  study,  was  the  cost-to-continue-plus 
funding  pattern.    The  "plus"  is  the  negotiated  segment  of  the  method 
and  is  negotiated  at  each  new  funding  period. 

The  three  negotiation  methods  are  (a)  cost-to-continue-plus,  (b) 
formula-plus,  and  (c)  dual  system — appropriation/allocation.  This 
last  method  is  characterized  by  using  negotiation  methods  for 
appropriations  and  another  method  for  allocation  to  colleges  or  vice 
versa.    Each  of  the  three  negotiation-type  funding  methods  is 
discussed  in  the  succeeding  sections  according  to  the  method  supported 
by  case  study  data  results. 
Cost-to-Continue-Plus  Funding 

This  variation  has  developed  in  the  past  three  or  four  years  into 
a  primary  new  funding  process.    Cost-to-continue-plus  is  characterized 
by  selection  of  a  funded  "base"  for  continuation  funding  from 
funding  year  to  funding  year.    A  new  "plus"  year  is  negotiated 
at  each  new  funding  year  to  authorize  any  increases.    This  plus 
negotiated  funding  may  be  accomplished  through  budget  approval, 
lobbying  efforts  to  acquire  a  favorable  position  on  a  "prioritized" 
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need  list,  or  through  an  increased  percentage  to  be  applied  to  the 
"base."    The  base  supposedly  does  not  react  to  short-term  enrollment 
or  cost  fluctuations.    The  adjustment  to  the  base  may  be  through  a 
percentage  corridor  around  the  base  amount. 

The  funding  "base"  may  be  determined  through  an  averaged 
cost-based  program  evaluation  over  a  specified  period  of  years.  It 
may  be  based  on  enrollments  with  a  rolling  year  average  tied  to  a 
imit-rate  formula  amount  for  a  specified  number  of  years.  Whatever 
the  method,  the  selection  of  the  "base"  beginning  point  is  critical 
and  often  arbitrarily  set  by  legislative  staffs.    The  follovrLng  is  a 
list  of  states  meeting  the  criterion  for  negotiation  cost-to-continue- 
plus  funding  method: 

Colorado 

Connecticut 

Florida 

Idaho 

Indiana 

Kentucky 

Rhode  Island 

Virginia 

West  Virginia 

Wyoming 

State  respondents  to  the  survey  reported  these  states  to  have 
funding  procedures  that  are  not  enrollment-driven.    However,  analysis 
showed  that  the  base  may  be  formulated  on  an  enrollment  basis  because 
the  historical  years  serving  as  the  base  were  most  likely  funded  on  an 
enrollment  basis. 
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In  the  follovdng  paragraphs,  descriptions  are  provided  of  the 
states  that  were  using  the  cost-to-continue-plus  method  in  the 
negotiation  type  funding  pattern. 

Colorado .    The  data  for  Colorado  concerned  the  11  state  community 
colleges.    Colorado  had  an  FTE  of  19,600  in  the  system  with  a  mean 
expenditure  of  $3,202  per  FTE.    The  total  operational  budget  was 
$78,035,313  with  58.4%  coming  from  state  funds,  25.6%  from  student 
sources,  and  15.5%  from  other  sources.    The  state  source  was  100%  from 
general  revenue.    Capital  outlay  for  this  system  was  $1,837,514  derived 
from  state  taxes/bonds.    The  state  had  a  13.4%  increase  in  in-state 
tuition  and  a  9.8%  increase  in  out-of-state  tuition  from  1983  to 
1985-86.    Residents  were  supported  with  state  funds,  but  non-state 
residents  were  not  supported  with  supplemental  funds. 

In  Colorado,  declining  enrollments  were  dealt  with  by  the  use  of  a 
2.5-year  lag  in  funded  enrollments  plus  the  use  of  fixed/variable  cost 
approaches  to  funding.    In  a  case  where  the  decline  was  caused  by  state 
action,  then  there  were  special  provisions  which  went  into  effect. 
However,  these  procedures  were  not  specified. 

Future  problems  facing  the  state  in  financing  were  overall  funding 
levels,  small  college  issues,  local  district  issues,  and  revenue 
reductions. 
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A  change  had  been  made  in  the  funding  procedures  which  focused 
less  on  enrollment  levels.    The  11  community  colleges  used  for  this 
data  analysis  were  controlled  and  operated  by  the  state  of  Colorado; 
there  was  no  local  support  (four  other  community  colleges  were  partially 
supported  by  local  funds).    Basically,  a  fixed/variable  cost  study  was 
used  to  determine  a  base  for  operational  funding.    It  was  expected 
this  base"  would  be  adjusted  every  five  years  or  so  through  the 
reapplication  of  the  complex  process.    Representatives  of  the  higher 
education  governing  boards  were  scheduled  to  review  the  specifics  of 
these  new  calculations  during  the  next  several  years,  develop  budget 
formulae  where  there  were  now  none,  and  review  existing  formulae  to 
see  what  revisions  are  needed.    But,  in  the  interim  years,  the  budget 
calculations  were  to  be  designed  to  recognize  inflation  factors  and 
enrollment  changes. 

A  maximum  FTE  for  in-state  residents  was  assigned  and,  if 
exceeded,  the  institution  was  penalized  by  a  payback  approach. 
Special  purpose  items  were  generally  included  in  the  funded  base  amount 
and  were  predetermined  in  the  negotiation  request  before  appropriation. 
However,  the  mechanism  was  flexible  and  allowed  use  at  the  institutional 
level  of  appropriated  funds  for  special  purposes. 

Connecticut.    Connecticut  had  a  community  college  system  offering 
Associate  of  Arts  and  Associate  of  Science  degrees  as  well  as  a  system  of 
technical  colleges  which  offered  non-transferable  programs. 
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The  community  college  system  derived  100%  of  its  state  support  from 
general  revenue  funds.    The  1985-86  operational  budget  totaled  $59,971,572. 
Sources  for  the  operational  funds  were  6.7%  federal,  68.8%  state,  and 
24.4%  student  tuition  and  fees.    The  operational  amount  was  100% 
categorical.    Capital  outlay  for  1985-86  was  $1,982,428,  all  from  state 
taxes/bonds.    Connecticut  community  colleges  had  a  total  of  13,716  FTE 
for  1985-86  with  a  mean  expenditure  of  $3,116  per  FTE. 

From  1983  to  1985-86  in-state  student  tuition  and  fees  increased  29% 
and  out-of-state  fees  increased  19.4%    State  funds  supported  both  state 
and  non-state  residents.    Also,  from  1983  to  1985-86  the  amount  of  funds 
available  for  financial  aid  decreased  3.7%  from  federal  sources  and 
increased  51.5%  from  state  funds.    No  support  for  non-credit  programs  was 
provided  by  the  state. 

Provisions  for  enrollment  declines  had  been  made  by  reducing  faculty 
salary  lines  based  on  the  three-year  enrollment  average  used  in  the 
instructional  formula.    The  respondent  noted  that  the  major  problems  facing 
the  financing  of  the  system  were  adequate  funding  for  support  staff, 
deferred  maintenance  on  facilities,  and  funding  for  noncredit  job 
training  programs. 

Funding  procedures  for  Connecticut  were  based  on  the  most  immediate 
expenditure  and  cost  studies  through  a  formula  process.  However,  it  was 
used  only  to  determine  the  funding  goal  and  to  defend  the  budget  request 
that  went  to  the  legislature.    Based  on  the  expenditures,  each  college 
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chief  administrator  projected  the  service  budget  to  operate.  Inflation 
factors  were  added.    Expansion  options  or  needs  above  the  cost-to-continue 
were  requested  and  negotiated.    The  faculty  lines  for  a  college  were 
based  on  FTE.    Connecticut  had  a  77%  part-time  enrollment  figure. 

Allocations  were  made  in  a  lump  sum  to  the  board  of  higher 
education  and  the  colleges'  allocation  was  a  line  item  award  to  the 
board  of  trustees  of  each  college.    This  had  been  negotiated  and 
approved  in  the  early  stages  of  budget  projections  and  submitted. 

Florida .      Florida's  respondent  did  not  furnish  specific  data 
regarding  total  operating  funds  and  FTE  enrollments.    A  base  year 
calculated  with  cost  analysis  and  workload  enrollment  based  on  a 
three-year  rolling  average  of  enrollment  formula  was  established  in 
Florida.    This  was  funded  with  no  assumptions  for  growth  or  decline. 
For  items  not  covered  by  the  base,  the  state  board  of  community  colleges 
and  the  colleges  determined,  by  cost  factor  plus  negotiation,  what  the 
cost-to-continue  "plus"  was  to  be  above  the  base. 

Specifically,  a  base  year  through  the  analysis  of  program  costs  for 
instruction  and  support  areas  was  established.    The  cost  analysis  was 
based  on  the  most  recent  cost  data.    The  result  was  a  base  year  data 
matrix  which  reflected  ratios  of  expenditures  to  total  available  funds 
plus  fees. 

Each  successive  year  the  cost-to-continue  or  "plus"  was  determined 
by  assuming  there  would  be  no  changes  in  enrollment  or  workload  from 
the  prior  year.    The  state  board  of  community  colleges  determined 
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increases  for  each  college  in  five  areas  of  salary,  expense, 
utilities,  equipment  replacement,  and  library  resource  needs.  The 
legislature  could  use  the  factors  suggested  by  the  board  or  develop 
their  own. 

To  adjust  for  changes  in  workload  an  assigned  enrollment  base  was 
first  determined.    Enrollment  in  excess  of  5%  received  increased  funding 
above  that  percent  for  the  base  amount.    There  was  no  other  enrollment 
adjustment.    Decreases  were  not  adjusted  in  funding. 

Facilities  operating  costs  were  based  on  dollars  per  square  foot 
times  the  gross  square  footage. 

Funding  for  new  and  improved  programs  was  a  negotiated  process 
which  was  accomplished  through  the  master  planning  process  with 
the  state  board  of  community  colleges  and  the  state  committee 
responsible  for  postsecondary  master  planning,  program  reviews,  and 
legislative  and  state  board  of  education  initiatives.    This  process  was 
based  on  estimating  costs  and  requests  for  new  funds.    These  new  funds 
were  allocated  to  the  colleges  based  on  the  determination  of  the 
legislature  and  was  usually  based  on  the  specific  way  the  funds  were 
used. 

Student  fees  for  the  budgeted  year  were  projected  for  an  estimated 
enrollment.    The  amount  was  subtracted  from  the  total  need  generated  by 
adding  the  base,  cost-to-continue ,  workload,  and  improved  and  new  programs. 
The  remainder  was  the  state  general  revenue  needed  to  fund  the  program. 
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Idaho.    Idaho's  respondent  reported  operating  funds  of  $15,018,800 
for  the  two  community  colleges  for  1985-86.    There  were  2,580  FTE 
enrollments  with  a  mean  expenditure  of  $5,281  per  FTE.    The  sources 
for  the  operating  funds  was  4.3%  federal,  38.7%  state,  31.8%  local 
(property  tax),  14.3%  tuition,  and  10.8%  other.    Of  the  state  funds, 
94.6%  came  from  general  revenue  and  5.4%  came  from  liquor  taxes. 

Critical  problems  facing  the  financing  of  community  colleges  in 
Idaho  were  declining  percentage  of  state  funds,  caps  on  property  tax, 
and  the  attitude  that  community  colleges  were  not  part  of  the  state 
system  of  higher  education. 

The  respondent  noted  that  in  1985  Idaho  changed  from  an 
enrollment-driven  methodology  to  a  "base  plus"  concept  of  funding. 
The  respondent  indicated  that  the  general  appropriation  was  distributed 
through  a  formula  which  divided  75%  of  the  funds  equally  between  the  two 
community  colleges  and  the  remaining  25%  of  the  funds  were  based  on  actual 
fall  enrollment  figures.    The  formula  was  an  informal  agreement  between 
presidents  and  was  not  reflected  in  state  law  or  state  board  of 
education  policy.    The  state  liquor  tax  supplied  a  portion  of  funds  for 
community  colleges  in  the  form  of  annual  allotment.    In  addition,  50% 
of  all  state  liquor  funds  allocated  to  the  41  counties  without  a 
community  college  district  was  set  aside  in  a  county  community 
college  fund  for  payment  of  a  portion  of  tuition  for  county  residents 
enrolling  in  one  of  the  two  colleges. 
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Community  colleges  were  mandated  by  state  law  to  charge  tuition, 
while  charging  tuition  to  students  enrolled  in  four-year  colleges 
and  universities  was  statutorially  prohibited.    However,  fees  which  were 
used  for  general  education  purposes  were  charged  to  students  enrolled  in 
both  systems.    Part-time  students  paid  the  full  annual  cost  of  all 
elements  of  providing  the  courses  of  instruction. 

For  1988  the  allocation  and  distribution  procedure  was  scheduled 
to  remain  as  a  base-plus  methodology.    The  general  assembly  established 
a  base  amount  and  guidelines  for  budget  development  and  allocations  above 
the  base  amount.    Budgets  were  developed  and  reviewed  cooperatively  with 
leaders  from  each  institution. 

Indiana .    Indiana  had  only  one  comprehensive  community  college, 
Vincennes  University,  which  was  the  state's  oldest  college.    A  second 
system  of  two-year  institutions  in  Indiana  were  Indiana  Vocational 
Technical  Colleges.    The  data  were  representative  of  these  two  systems. 

The  1985-86  unrestricted  and  general  operating  funds  were 
$77,610,000.    The  source  breakdown  was  64%  state,  less  than  1%  local, 
and  36%  student  tuition.    The  state  general  appropriation  was  derived 
100%  from  general  revenues.    Total  FTE  for  1985-86  was  23,293  which 
yielded  a  mean  expenditure  per  FTE  enrollment  of  $3,332.  Capital 
outlay  of  $4,106,166  was  entirely  generated  by  state  taxes/bonds. 

Noncredit  courses  were  funded  64%  by  state  support,  less  than  1% 
local  support,  and  36%  by  student  support  for  noncredit  certificate 
areas,  lifelong  learning,  and  recreation/leisure  courses. 
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Student  tuition  increased  13%  for  both  in-state  students  and 
out-of-state  students  from  1983-1985.    The  funds  available  for  student 
aid  increased  18%  in  the  state  grant  program  and  65%  in  institutional 
funds. 

Two  things  were  being  done  for  those  institutions  experiencing 
enrollment  declines.    First,  funding  was  adjusted  downward  to  reflect 
reduced  enrollment.    Second,  new  funding  was  being  recommended  for 
student  outreach  programs. 

According  to  a  report  by  the  Indiana  Commission  for  Higher 
Education  titled  Current  Postsecondary  Education  Funding  Procedures  in 
Indiana;    A  Working  Paper  published  April  30,  1984,  a  "base  plus" 
procedure  to  fund  two-year  colleges  was  used  by  the  state.    Each  year  a 
percentage  increase  was  added  based  on  program  cost  analysis  and 
availability  of  funds.    Adjustments  to  the  "base"  were  made  on  actual 
historical  data  rather  than  for  anticipated  problems.    This  focused  on 
the  justification  for  change  or  increase. 

The  state  appropriation/allocation  began  with  college-level 
budget  preparation  and  proceeded  to  review  and  recommend  processes 
up  through  the  commission  of  higher  education,  the  state  budget  agency, 
and  executive  recommendation  to  the  Legislature.    Funding  was  based  on 
the  cost-to-continue  programs.    The  annual  budget  amount  was  the 
negotiated  amount  ruled  on  by  the  legislature. 
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Kentucky .    Kentucky's  respondent  reported  unrestricted  and  general 
operating  funds  for  1985-86  of  $42,420,293.    Of  that  amount,  state 
appropriations  accounted  for  74.8%,  federal  sources  accounted  for  .1%, 
local  sources  contributed  .2%,  student  tuition  accounted  for  24.8%,  and 
other  sources  accounted  for  .1%  of  operating  funds.    Of  the  state 
appropriations,  100%  was  generated  from  general  revenue,  with  .1% 
classified  as  categorical  funds  supporting  minority  scholarships  and  funds 
for  archival  projects.    Capital  outlay  funds  totaled  $3,630,700  for 
1985-86.  State  taxes/bonds  contributed  $2,425,000  for  new  facilities 
construction  and  $1,205,700  was  for  renovation/repair  projects. 
The  respondent  did  not  furnish  enrollment  figures  or  mean  expenditure 
per  FTE  data. 

Student  tuition  from  1983  to  1985  increased  25.6%  for  both 
in-state  students  and  out-of-state  students.    Funds  available  for 
student  aid  increased  35%,  with  20%  from  federal  funds,  10%  from 
state  funds,  and  5%  from  private  foundation  funds. 

Basically,  in  Kentucky,  allocations  were  on  a  base  plus  percentage 
increase  methodology.    The  base  year  of  1983-84  was  calculated  through  a 
formula.    The  biennial  allocations  for  continuation  above  the  base  was  a 
percentage  increment.    Allocations  above  the  increment  were  requested 
and  justified  and  prioritized  and  awarded  according  to  a  state-determined 
priority  level.    This  prioritizing  fell  into  the  negotiation 
process,  as  did  the  cost-to-con tinue  percentages  above  base.  The 
state  respondent  referred  to  the  funding  process  as  a  formula  process, 
however,  it  most  closely  resembled  the  cost-to-continue  or  base-plus 
methods  from  other  states. 
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Rhode  Island.    Rhode  Island  had  only  one  community  college.  The 
respondent  reported  total  unrestricted  and  general  operating  funds  of 
$29,256,456  for  1985-86.    Of  that  amount,  74%  came  from  state  sources, 
23%  came  from  student  tuition  and  fees,  and  1%  came  from  miscellaneous 
income.    All  of  the  state  share  contribution  came  from  general  revenue 
sources. 

The  state  respondent  reported  a  mean  expenditure  of  $4,135  per  FTE  for 
a  total  of  6,520  FTE.    There  was  an  unduplicated  headcount  of  4,095  FT 
students  and  8,190  PT  students  with  an  expenditure  of  $2,194  per  headcount. 

Noncredit  courses  were  funded  100%  by  student  support.    There  were 
no  categorical  funds  for  state-mandated  activities. 

Student  fees  and  tuition  had  increased  11%  for  in-state  students  since 
1983.    There  had  been  a  1%  increase  in  federal  funds  and  22%  increase  in 
state  funds  available  for  student  financial  aid. 

The  general  fund  provided  a  total  of  $880,100  for  capital  outlay 
which  was  100%  of  total  funds  available  for  that  purpose. 

The  Rhode  Island  respondent  expected  no  future  changes  in  funding 
methodology.    In  1986,  there  was  no  provision  for  enrollment  declines. 

The  critical  problem  area,  as  reported  by  that  state  respondent, 
was  that  the  governor  had  limited  state  appropriation  increases  for 
FY1988  to  4.5%  over  FY1987.    This  did  not  allow  funds  for  any  expanded 
programs  or  changes. 
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The  college  chief  administrator  submitted  a  budget  request  for 
appropriation  by  the  legislature.  Usually  the  governor  specified  a 
limit  on  a  percentage  increase  to  be  considered  for  budget  approval. 

Utah.    Utah's  unrestricted  and  general  operating  funds  for  1985-86 
totaled  $67,552,507.    The  percentage  breakdown  of  this  amount  by  source 
was  5%  federal,  58%  state,  18%  student  tuition,  and  19%  other.    For  this 
same  academic  year,  the  total  FTE  was  reported  at  13,342.  Although 
expenditure  per  FTE  was  not  reported,  by  using  these  1985-86  figures  the 
mean  expenditure  per  FTE  was  $5,063.    Of  total  state  funds,  0.76%  were 
categorical  funds  to  be  used  for  student  aid.    There  were  no  state- 
mandated  activities. 

Capital  outlay  for  1985-86  was  $4,473,000  originating  from  state 
taxes/bonds. 

Since  1983,  student  tuition  and  fees  for  in-district  students 
increased  11%  and  out-of-state  student  tuition  had  increased  11%.  In 
addition,  in  FY1985  there  was  a  2%  one-time  surcharge.    Proposed  for 
FY1987-88  was  a  4%  increase  in  student  tuition.    The  state  respondent 
estimated  that  from  1983  to  1985-86  there  was  an  increase  in  the  amount 
available  for  student  aid.    Federal  aid  increased  23%  and  state  funds 
available  for  student  aid  increased  30%. 
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In  the  state  of  Utah,  state  officials  were  not  making  any 
provisions  for  enrollment  decline  because  the  projection  was  for 
enrollment  growth  to  continue  for  a  number  of  years.  Critical 
problem  areas  in  financing  community  colleges  were  adequate  funding 
for  enrollment  growth,  equipment,  libraries,  and  faculty  salaries. 
The  state  leaders  took  into  consideration  the  purposes  of 
the  community  college  when  planning  and  implementing  funding  policies. 
However,  there  was  no  support  for  community  service  programs. 

Noncredit  certificate  programs  were  funded  60%  with  state  support 
and  40%  with  student  support.    Noncredit  lifelong  learning  and 
recreation/leisure  courses  were  funded  100%  through  student  support. 

The  respondent  described  the  funding  process  as  an  incremental 
process.    Budget  requests  were  prepared  on  an  incremental  budget  system 
with  increments  for  mandatory  cost  increases,  enrollment  increases,  and 
cost  of  operation  of  new  facilities.    Comparative  cost  analysis 
information  was  used  for  highlighting  inadequacies.    Budget  requests  were 
recommended  to  the  state  legislature  which  used  the  same  system. 
Program  costs  were  not  used  in  a  formula  but  were  used  for  general 
guidelines  to  show  areas  where  "catch-up"  was  needed.    The  respondent 
noted  that  Utah  was  considering  the  establishment  of  formulae. 

Virginia.    Virginia's  respondent  reported  1985-86  unrestricted  and 
general  operating  funds  of  $213,034,141  which  included  federally- 
sponsored  programs.    The  respondent  reported  a  1985-86  PTE  enrollment  of 
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51,380  with  a  mean  FTE  expenditure  of  $3,604.    The  state  operating  funds, 
excluding  federally-sponsored  programs,  were  $185,176,774.    The  revenue 
sources  were  5.7%  federal,  69.7%  state,  21.9%  student  tuition,  and  2.7% 
from  income  in  the  other  source  category.    General  revenues  supplied  100% 
of  the  portion  contributed  by  the  state.    Noncredit  courses  were  100% 
supported  by  student  tuition. 

Student  tuition,  from  1983  to  1985,  increased  32%  for  in-state 
students  and  33%  for  out-of-state  students.    Out-of-state  students  paid 
tuition  equal  to  100%  of  costs  which  was  determined  by  dividing  total 
recurring  operating  costs  by  total  enrollment.    Funds  available  for 
student  aid,  as  reported,  increased  30%  from  federal  funds  (the 
number  of  recipients  decreased  1%),  16.6%  from  state  funds,  34.3%  from 
private  foundation  funds,  and  5%  from  institutional  funds.    This  may 
have  been  a  result  of  the  reported  revised  general  fund/tuition  ratio 
which  resulted  in  lower  tuition  rates. 

The  reported  critical  problem  related  to  financing  the  community 
colleges  was  that  enrollments  were  expected  to  grow  by  approximately  4% 
for  fiscal  year  1987.    This  increase  was  not  financed  in  current 
appropriations  and  will  have  to  be  absorbed  into  the  current  level  of 
support.    All  of  the  general  purposes  of  the  community  college  were 
addressed  when  planning  and  allocating  funds. 


94 


The  1984-86  biennium  appropriations  were  based  on  a  "level 
funding"  concept  which  is  similar  to  the  negotiated  cost  level 
approach.    This  was  double  the  1983-84  annual  adjusted  appropriation. 

Within  the  next  fiscal  year,  1988,  restricted  purpose 
grants/appropriations  for  instructional  equipment  were  scheduled  to 
change.    The  plan  was  to  issue  long-term  state  debt  obligations 
(bonds)  to  finance  significant  replacements  of  technologically  obsolete 
or  worn-out  equipment. 

The  council  of  higher  education  introduced,  for  the  1986-88 
biennium,  a  new  approach  to  budgeting  for  enrollment  changes.  This 
approach  was  based  upon  the  separation  of  current  enrollment  and 
forecasted  enrollment  growth  or  decline.    Current  or  base  enrollment 
levels  were  defined  as  equal  to  the  estimated  1985-86  enrollments. 

Adjustments  were  made  to  the  base  enrollment  for  anticipated 
declines  in  each  year  of  the  1986-88  biennium,  resulting  in  a  lower 
base.    Projected  growth  was  to  be  included  in  the  institution's 
appropriation  but  held  in  an  "escrow  status"  until  the  enrollments 
are  realized. 

Resources  associated  with  enrollment  changes  were  to  be  calculated 
at  a  variable  rate  based  upon  the  standard  guidelines.    For  the  1986-88 
biennium,  the  variable  rate  for  enrollment  growth  or  decline  was  50%. 
This  rate  was  to  be  applied  to  the  resources  calculated  for  the 
enrollment  change.    Excluded  from  the  adjustment  were  the  basic  staffing 
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components  of  the  library,  student  services,  and  institutional  support 
guidelines.    Changes  in  enrollment  mix  were  to  be  incorporated  prior  to 
the  application  of  the  variable  rate. 

Chief  administrators  of  institutions  experiencing  enrollment 
declines  requested  improvement  in  guideline  attainment  as  part  of  the 
base  enrollment  calculation,  but  not  in  excess  of  100%  of  guidelines. 

West  Virginia.    West  Virginia's  respondent  reported  a  1985-86 
operating  budget  of  $14,559,000  which  was  6%  federal,  70%  state,  19% 
tuition,  and  5%  from  other  sources.    The  state  share  was  100%  general 
revenue  funds.    The  1985-86  capital  outlay  funds  were  $6,282,000  from 
student  fees  and  bonds.    The  FTE  for  the  period  was  4,783  which 
corresponded  to  a  reported  mean  expenditure  per  FTE  of  $2,894. 
Noncredit  courses  are  funded  100%  by  student  support. 

Student  tuition  from  1983  to  1985  increased  18%  for  both 
in-district  and  in-state  students.    Out-of-state  students  experienced  a 
12%  increase.    From  1983  to  1985,  funds  available  for  aid  to  students 
increased  10%  from  federal  sources  and  5%  from  private  foundation  funds. 

West  Virginia's  planners  considered  all  of  the  general  purposes  of 
community  college  in  planning  and  allocating  funds  except  for  community 
service  programs.    Program  costs  were  not  specifically  used  in  the 
funding  process  but  were  reviewed  in  the  allocation  decision  process  at 
the  state  board  level.    The  method  used  in  this  state  most  closely 
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followed  the  negotiated  budget  methodology.    Funding  was  not  directly 
enrollment-driven.    The  trends  of  financing  at  each  institution  were 
monitored  and  necessary  adjustments  were  made  in  consultation  with 
institutional  leaders  in  the  case  of  enrollment  decline  or  growth. 
Lack  of  growth  in  state  support,  pressure  to  raise  student  fees,  and 
increased  administrative  flexibility  were  cited  as  problems  in  financing 
community  colleges. 

Wyoming .    Wyoming's  respondent  reported  funding  was  not  based  on 
enrollment.    The  respondent  noted  that  there  was  no  specific  law  or 
language  relating  to  community  college  finance.    The  state  had  an 
index  for  increases  and  the  college  administrators  requested  allocations 
based  on  college  need  from  a  state  level  community  college  commission. 
The  community  college  commission  requested  funding  from  the  governor, 
who  requested  funding  from  the  legislature.    The  ultimate  decision  was 
with  the  legislative  body.    Therefore,  a  negotiated  funding  approach  was 
the  procedure  used  in  this  state  to  finance  community  colleges. 

Student  tuition  and  fees  increased  5.5%  for  both  in-state  and 
out-of-state  students  since  FY1983.    Student  fees  constituted  6%  of  the 
total  amount  of  funds  allocated. 

For  1985-86  Wyoming  had  a  total  amount  of  $53,810,091  for 
unrestricted  and  general  operating  funds.    The  sources  for  this  amount 
were  derived  64%  from  the  state  (all  from  general  revenue  funds),  30% 
local  funds,  and  6%  student  tuition  and  fees. 
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There  were  no  categorical  or  limited  use  state  funds  allocated. 
Funds  were  block  grants  to  colleges.    The  state  spent  approximately 
$5,267  per  FTE  based  on  10,217  reported  FTE.    On  a  headcount  basis, 
the  state  spent  approximately  $3,369  per  FTE. 

Noncredit  courses  were  funded  at  50%  state  support  and  a  combined 
50%  from  local  and  student  support  for  noncredit  continuing  education 
programs.    Noncredit  lifelong  learning  and  recreation/leisure  courses 
were  100%  student  supported. 

The  state  respondent  reported  that  program  costs  were  not  used 
in  allocating  funds  to  each  institution.    And  there  were  no  mandated 
activities  reported. 

The  respondent  reported  that  enrollment  declines  at  some 
institutions  were  dealt  with  by  providing  special  funds  to  assist  in 
meeting  budgetary  demands. 

The  specific  purposes  of  the  community  college  when  planning  and 
implementing  funding  policies  were  taken  into  account  by  Wyoming's  policy 
makers.    These  purposes  were  parallel/transf er  programs,  vocational/ 
technical  training,  and  increased  access  for  nontraditional  students. 
However,  continuing  education  and  community  service  programs  were 
self-supporting . 
Formula-Plus  Funding 

This  process  involved  a  rate  per  unit  of  measure  to  fund  a  portion 
of  community  college  needs  and  negotiation  of  the  additional  need 
requirement.    What  sets  this  method  apart  is  that  a  "base"  year  is  not 
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established  to  form  a  specified  level  of  funding  from  year  to  year.  In 

effect,  process  is  based  on  the  assumption  of  no  change  in  enrollments 

or  cost.    Rather,  in  this  group  of  states,  a  formula  provides  partial 

funding  in  response  to  enrollment  or  cost  fluctuations  and  the  remaining 

amount  of  need  is  negotiated.    Each  funding  year  the  formula  is  applied  in 

conjunction  with  negotiation  processes  to  fund  the  community  college 

system.    The  following  states  used  this  method: 

Arkansas 

Nevada 

Oregon 

South  Carolina 

Arkansas .    The  respondent  from  Arkansas  reported  unrestricted  and 
general  operating  funds  for  community  colleges  in  1985-86  totaled 
$25,561,307.    By  source,  1%  was  federal,  77%  was  state,  19%  was  tuition  and 
fees,  and  3%  was  unspecified  other.    FTE  for  1985-86  was  6,418  with  a 
reported  mean  expenditure  per  FTE  of  $5,092.    State  funds  were  derived 
100%  from  general  revenue  sources. 

Since  1983,  student  tuition  increased  10.2%  for  in-district 
students,  9.8%  for  in-state  students,  and  21.0%  for  out-of-state 
students.  Since  1983,  funds  available  for  student  aid  decreased 
1.3%  from  federal  sources  and  increased  157%  from  state  funds. 

Capital  outlay  came  100%  from  local  taxes  and  bonds.    In  1985-86, 
the  capital  outlay  totaled  $4,674,714. 


99 


Of  total  state  funds  allocated,  1%  were  restricted  to  economic 
development  funds.    Vocational  training,  increasing  access  for 
nontraditional  students,  and  support  for  community  service  programs 
were  taken  into  consideration  when  planning  and  implementing  funding 
policies.    The  respondent  noted  that  the  college  parallel/transf er 
program  was  not  considered  in  the  funding  process. 

A  change  in  procedures  was  under  consideration.    As  reported,  the 
proposal  contained  the  following  elements.    Institutional  leaders  will 
employ  formulae  as  guidelines  for  preparing  a  large  portion  of  their  , 
appropriation  requests  for  operating  funds.    The  formulae  will  include 
cost  analysis  for  12  current  expenditure  categories,  equipment  replacement, 
and  improvement  funds  for  student  advising.    However,  institutional 
requests  need  not  be  limited  to  formula-generated  amounts.    Requests  may 
be  made  for  additional  funds  for  special  programs  or  needs.    In  addition 
to  the  formula  factors,  appropriation  requests  are  to  be  made  by  each 
institutional  leader  based  upon  the  unique  institutional  cost  projections 
and  justifications  in  other  areas.    These  areas  include  off -campus 
instruction,  non-credit  instruction,  museums  and  galleries,  organized 
activities  related  to  educational  departments,  institutional  development 
funds,  and  mandatory  and  non-mandatory  transfers. 

The  formulae  are  to  be  calculated  generally  by  using  PTE  as  a  basic 
measure  and  applying  as  a  rate  an  established  average  amount  from  a 
base  year  plus  a  percentage  for  inflation. 


100 


Libraries  are  to  be  funded  with  a  minimxim  base  amount  related  to 
enrollment  proposed  by  the  American  Association  for  College  and  Research 
Libraries.    In  addition,  the  formula  is  to  allocate  library  funds  for 
each  PTE  student  over  the  enrollment  level. 

Student  services  funding  is  to  be  calculated  by  multiplying  the  mean 
of  annual  PTE  enrollment  and  headcount  enrollment  for  each  year  by  a  cost 
rate  which  will  vary  for  level  of  enrollment.    The  use  of  the  mean 
enrollment  reflects  student  service  cost  requirements  for  part-time 
students.    To  reflect  "economies  of  scale"  the  rate  will  decrease  as  the 
number  of  students  increases. 

Utilities  funding  will  reflect  efforts  for  conservation.  It 
will  require  reducing  the  consumption  per  square  foot  by  a  certain 
percent  from  a  base  year  and  funding  that  level  according  to  the 
projected  institutional  cost  per  square  foot.    Conservation  percentages 
will  decrease  over  the  years  up  to  the  1988-89  year.  Institutional 
support,  including  administrative  costs,  is  to  be  based  on  a  percentage 
of  total  unrestricted  educational  and  general  expenditures  less  mandatory 
and  non-mandatory  transfers. 

The  respondent  noted  that  declining  enrollments  and  funding  for 
deferred  maintenance  were  critical  problems  facing  system  financing. 
Community  colleges  did  not  participate  in  the  state  capital  fund. 
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Nevada .    The  current  funding  formula  was  adopted  in  1969,  reaffirmed 
in  1975,  and  existed  in  1986  with  minor  changes. 

Community  colleges  in  Nevada  were  funded  through  the  University  of 
Nevada  System.    The  system  was  divided  into  a  number  of  appropriation 
areas,  with  each  community  college  a  separate  appropriation  area.    In  each 
of  these  colleges  functional  areas  were  used  for  the  purpose 
of  budget  allocation.    These  functional  areas  were  instruction,  academic 
support,  institutional  support,  student  services  and  operation,  and 
plant  maintenance.    However,  in  1986,  the  funding  formula  was  used  only 
for  the  instructional  function.    Funding  for  the  remainder  of  the  major 
functional  areas,  not  funded  by  the  formula,  was  negotiated  separately  each 
biennium. 

For  community  colleges  funding,  the  projected  FTE  enrollment  was 
divided  by  the  student/faculty  ratio  according  to  individual  program 
areas.    Next,  the  number  of  "core  positions"  was  determined.  "Core 
positions"  represented  the  FT  faculty  necessary  to  support  specific 
programs  regardless  of  the  number  of  students  participating  in  the 
program.    The  core  position  component  was  initiated  during  the  1981-83 
biennium  and  the  number  of  core  positions  at  each  campus  was  negotiated 
between  the  university  system  leaders  and  the  legislature.    After  the 
"core  positions"  were  subtracted  from  the  total  faculty  positions 
authorized,  the  remaining  faculty  were  distributed  in  a  ratio  of  45%  FT 
and  55%  PT  at  Clark  County  Community  College,  Trucker  Meadows  Community 
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College,  and  Western  Nevada  Community  College.    At  Northern  Nevada 
Community  College,  faculty  were  distributed  on  a  ratio  of  54%  FT  and 
46%  PT  with  no  "core  positions"  authorized. 

A  combination  of  unit  rate  formula  to  determine  instructional  funding 
and  a  negotiated  budget  to  determine  the  "core  positions"  used  in  the 
faculty  ratio  part  of  the  formula  and  to  determine  the  level  of  funding  for 
each  campus  for  the  other  major  funding  areas  was  used  in  Nevada. 

In  the  1985-87  biennium,  the  student/f acuity  ratio  approved  by  the 
legislature  decreased  from  the  1983-85  biennium  level  of  25:1  to 
approximately  21:1  for  the  two  largest  community  colleges.  This 
decrease  affected  the  formula  funding  level  for  this  funding  biennium. 
No  changes  are  expected  in  the  future  for  either  state  support  or  local 
support  for  community  college  funding.    In  1986,  the  amount  available  to 
the  state  for  funding  the  state  share  was  derived  from  33%  sales  tax; 
1.4%  property  tax;  47.2  gaming  and  entertainment  taxes;  13.3%  liquor, 
insurance,  cigarette,  and  miscellaneous  taxes;  and  5.1%  from  fees. 

Nevada's  respondent  reported  $21,452,317  in  total  funds  for 
unrestricted  and  general  operating  funds.    This  amount  was  comprised  of 
no  funds  from  federal  sources,  81.2%  from  state  sources,  17.3%  from 
student  tuition  and  fees,  and  1.6%  from  other  unspecified 
contributions.      Nevada  respondent  did  not  furnish  enrollment  data  or 
mean  FTE  expenditure  figures. 
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Student  tuition  and  fees  had  remained  stable  since  the  1983-85 
biennium  and  were  not  expected  to  change.    State  funds  were  used  for  both 
state  resident  support  and  nonresident  support.    Funding  for  noncredit 
certificate  courses,  lifelong  learning,  and  recreation/leisure  courses 
was  100%  self-supporting. 

The  state  leaders  did  not  directly  consider  program  costs  in  funding 
methodology.    However,  a  component  of  the  negotiated  budget  funding  has 
traditionally  involved  program  costs  to  justify  requests  for  funding 
Eimounts.    The  state  respondent  reported  no  categorical  or  limited  use 
funding . 

No  formal  policy  or  statute  directives  pertaining  to  special 
funding  for  colleges  experiencing  enrollment  declines  was  reported  for 
Nevada.    However,  an  informal  practice  existed,  according  to  the  survey 
respondent,  where  state  budget/legislature  actions  will  not  reduce 
existing  full-time  faculty  for  at  least  one  biennial  period. 

The  only  critical  problem  reported  for  Nevada  was  administrative 
support  staffing.    There  was  no  discussion  of  the  type  of  problem,  but 
academic  support  for  deans,  etc.  was  a  negotiated  item.  Institutional 
support  elements,  which  included  business  office,  general  executive  and 
administrative  offices,  campus  police,  etc.,  were  also  negotiated  items. 

The  total  amount  available  for  capital  outlay  in  1985-86  was 
$7,759,000  which  was  100%  derived  from  state  taxes  or  bonds. 
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Oregon.    Oregon's  respondent  reported  a  mean  expenditure  of 
$3,421  per  PTE  for  the  48,268  reimbursable  program  FTEs  in  1985-86. 
The  operating  budget  amount  for  reimbursable  programs  was  approximately 
$165,129,321.    Of  that  amount,  the  state  share  was  34.7%,  the  student 
share  was  17%,  and  the  local  share  was  48.3%  with  the  remainder  coming 
from  other  revenue  resources.    The  community  colleges  in  Oregon  were 
operated  by  local  districts  wi'th  the  majority  of  the  funds  contributed 
by  those  districts. 

Appropriations  were  requested  from  the  legislature  based  on 
estimated  cost,  FIE  enrollment,  and  new  program  plans.    The  legislature 
set  an  approved  line  item  amount  per  institution.    Allocation  was  based 
on  a  formula  with  a  variable  rate  per  FTE  based  on  the  enrollment  of  each 
institution  grouped  by  size.    For  1986-87,  the  state  rate  per  FTE  was 
$1,512  for  the  first  1100  FTE  and  $1,148  over  that  number  of  FTE. 
Costs  were  not  a  formal  part  of  the  funding  process,  although  the 
consumer  price  index  was  considered  when  funding  line  items.  Oregon's 
leaders  set  a  cap  on  the  line  item  for  state-aid  contribution. 

The  1987  legislative  session  changed  the  funding  procedure. 
For  the  1987-89  Biennium,  the  lawmakers  put  aside  a  set  amount  for  each 
year  of  the  biennium.    The  department  of  education  and/or  state  board 
of  education  were  to  decide  on  the  amount  per  college  based  on  the 
previous  year's  realized  reimbursable  FTE. 
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South  Carolina.    In  South  Carolina,  there  had  been  no  changes 
in  funding  methodology  since  1984.    Some  tax  rates  and  tuition  rate 
changes  occurred,  but  the  methods  for  support  remained  the  same.  The 
state  appropriation  was  generated  100%  from  general  revenue.  No 
changes  were  expected  in  the  future,  nor  was  there  any  discussion  on 
changing  to  a  nonenrollment-driven  methodology. 

Total  operational  expenditures  for  1985-86  were  not  included  in 
the  survey.    However,  the  respondent  provided  figures  for  the  1984-85 
academic  year.    For  1984-85  total  amount  of  operational  funds  was 
$133,657,528.    The  source  breakdown  for  that  amount  was  0.75%  federal, 
67.74%  state  (which  included  state  agency  administration,  economic 
development,  and  non-recurring  items),  8.22%  local  county,  14.55%  tuition 
and  fees,  2.49%  miscellaneous,  and  6.2%  auxiliary  enterprises. 

For  1985-86  the  average  expenditure  per  FIE  was  $3,003  based  on 
27,600  FTE  enrollment. 

Student  tuition  and  fees  increases  or  decreases  since  1983  were 
reported  in  comparison  to  1986  rather  than  1985  as  requested.    Based  on 
1986,  in-district  student  fees  had  increased  14.8%,  in-state  fees 
increased  17.9%,  and  out-of-state  fees  increased  14.1%.    State  funds 
supported  both  resident  and  non-state  resident  students.    Since  1983,  the 
state  reported  the  increases  in  funds  available  for  student 
financial  aid  as  16%  in  federal  funds  and  12%  in  private  foundation 
funds/private  sector  funds. 
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Capital  outlay  funds  for  1985-86  were  $8,595,505  all  generated 
from  non-recurring  appropriations. 

Of  total  state  funds,  10.49%  were  categorical  or  limited  use  funds. 
Areas  supported  by  these  funds  were  desegregation,  missing  and  exploited 
children,  and  job-retraining.    State-mandated  activities  were  allied 
health  programs  and  previous  education.    However,  the  no  additional 
support  for  mandated  programs  was  provided  by  the  state.    No  special 
financial  plans  for  enrollment  decline  were  under  consideration. 

In  South  Carolina,  a  unit  rate  formula  procedure  plus  special 
requests  for  needs  not  funded  through  the  formula  was  used.    In  this 
state,  allowances  were  made  for  differing  sizes  of  institutions  according 
to  FTE  enrollments.    Local  funds  supported  plant  maintenance  and  operations 
except  in  two  technical  colleges  which  were  supported  by  state  funds. 
Unique  costs  which  were  not  met  by  the  formula  funding  methods  could  be 
requested  and  would  be  scrutinized  by  subjective  analysis  and  judgment. 
Dual  System — Appropriation/ Allocation 

This  process  has  been  placed  in  the  negotiation  method  because  of 
two  procedures:    either  funds  are  appropriated  through  the  state  system 
through  negotiated  methods  and  funds  are  allocated  to  colleges  by  formula 
or  vice-versa.    Based  on  the  literature,  a  frequently  associated  premise  of 
the  negotiation  method  was  that  negotiated  methods  increased  the 
likelihood  of  politically-influenced  funding  environments.  Subjectivity, 
personal  reputations,  charisma,  and  institutional  reputations  may  influence 
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funding.    On  the  other  hand,  proponents  of  formula  funding  "tout"  the 
objectivity  of  the  method.    States  that  use  both  methods  present  an 
interesting  combination  that  may  warrant  further  research.    While  there 
were  only  three  of  these  states,  the  phenomenon  was  important  enough 
to  report.    Table  4-6  lists  these  states  along  with  the  method  used  for 
appropriation  and  allocation. 


Table  4-6 

Dual  System — Appropriation/Allocation  Negotiations  by  States 


State 

Appropriation 

Allocation 

Georgia 

unit  rate  formula 

negotiation 

Mississippi 

negotiation 

unit  rate  formula 

Washington 

negotiated 

cost-driven  formula 

cost-to-continue 

Georgia.    Georgia's  unrestricted  and  general  operating  funds  for 
1985-86  were  $68,634,872.    Of  that  amount,  78%  was  contributed  by  the 
state,  21%  of  the  contribution  was  from  student  tuition  and  1%  was 
from  other  sources.    Georgia  was  on  the  quarter  hours  system  and 
reported  1985-86  FTE  as  13,447  with  a  mean  expenditure  per  FIE  of 
$5,104.    (This  was  an  unexplained  high  amount.)      Sources  for  state 
appropriation  funding  were  33.2%  sales  tax,  47.9%  income  tax,  .3% 
property  tax,  4.1%  excise  tax,  and  14.5%  general  revenue. 
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Capital  outlay  for  1985-86  was  reported  as  $2,978,819  from 
state  taxes/bonds. 

Student  tuition,  since  1983,  increased  31.9%  for  in-state 
students  and  32.2%  for  out-of-state  students.    State  funds  supported 
both  state  residents  and  non-state  residents.    Also  since  1983,  there 
had  been  a  10%  increase  in  the  availability  of  state  and  federal  funds 
for  student  aid. 

Enrollment  decline  was  the  critical  problem  in  financing  community 
colleges.    There  were  no  categorical  funds  or  state-mandated  programs. 
Noncredit  courses  were  funded  100%  by  the  student. 

In  Georgia,  appropriations  were  made  by  formula  to  the  Georgia  Board 
of  Regents.    The  board  of  regents,  in  turn,  allocated  to  the  colleges 
according  to  requested  and  justified  budgeted  amounts  and  needs. 
According  to  the  data  provided,  program  costs  were  not  analyzed  or  used 
in  the  allocation  process. 

Mississippi.    The  amount  of  state  appropriation  was  negotiated  by  the 
state  board  with  the  legislature,  considering  such  factors  as  enrollments, 
personnel,  expanded  and  new  programs,  general  cost  indices,  and  salary 
levels.    The  appropriation  was  not  enrollment-driven,  although  the 
distribution  of  funds  by  the  state  board  to  the  districts  was 
enrollment  based.    The  state  mandated  and  supported  specific  and 
specialized  educational  programs  as  statewide  educational 
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responsibilities  of  the  community  colleges.    These  were  specified  by 
law  and  were  primarily  in  adult  basic  education,  vocational/technical 
programs,  and  nursing  associate  degree  programs.    These  categorical 
funds  comprised  14%  of  state  funds  available  to  the  community  colleges. 

In  1985-86,  Mississippi  reported  a  mean  PTE  expenditure  of  $2,998  for 
41,907  FTE.    The  total  general  operating  fund  for  community  colleges  was 
$125,619,007.    The  source  breakdown  for  this  amount  was  6.4%  federal, 
45.8%  state,  16.7%  local,  17.0%  tuition,  and  14.1%  categorical  funds. 
Of  the  state  appropriation,  100%  came  from  general  revenues. 

Since  1983,  student  tuition  had  increased  17.5%  for  in-district 
students,  17.0%  for  in-state  students,  and  5.4%  for  out-of-state 
students.    There  was  a  tuition  surcharge  for  out-of-state  students. 

Critical  problems  facing  the  state  as  reported  were  in-year  budget 
reductions  by  the  state  for  four  of  the  last  five  years,  reduction  in 
state  support  for  FY1987  by  14%,  local  tax  support  not  increasing 
proportionately  to  state  support  or  to  total  revenues,  and  no 
provision  for  differential  program  costs. 

Washington .    Washington  had  not  changed  financing  methodology 
since  1984  nor  were  any  major  changes  einticipated  in  the  future. 

State  appropriations  for  funding  came  from  the  sales  tax  which 
accounted  for  86.4%  of  the  total  amount  and  tuition  which  generated 
15.6%.    Unrestricted  and  general  operating  funds  for  the  1985-86 
academic  year  totaled  $244,990,322.    The  respondent  reported  an 
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average  expenditure  per  FTE  of  $2,932  based  on  a  total  of 

83,555  FTE.      State  funds  used  for  equipment  purchases  totaled  3%. 

Their  were  no  mandated  activities  in  Washington  state. 

Since  1983,  student  tuition  and  fees  increased  34.6%  for 
in-district  students,  34.6%  for  in-state  students,  cind  35.2%  for 
out-of-state  students.    Noncredit  lifelong  learning,  recreation/ 
leisure,  and  certificate  courses  were  100%  student  fee  supported. 

Capital  outlay  funds  for  1985  through  1987  totaled  $68,844,000 
from  state  taxes/bonds. 

li/hen  planning  and  implementing  funding  policies,  lawmakers 
supported  the  community  college  purposes  of  parallel/transf er  programs, 
vocational  training,  and  increased  access  for  nontraditional  students, 
policies.    Critical  problems  facing  the  state,  as  reported,  were 
faculty  salaries,  equipment,  plant  maintenance,  and  student 
assessment. 

The  respondent  noted  that  the  legislature  and  the  governor's 
office  had  abandoned  formulae  as  a  means  of  funding  higher  education 
institutions.    The  current  amount  needed  to  carry  forward  services  was 
determined.    If  revenues  were  projected  to  equal  or  exceed  this  amount 
then  the  current  base  was  funded.    Funds  above  this  were  justified  on  a 
need  basis. 

However,  after  funds  were  appropriated  to  a  state  board,  the  state 
board  allocated  to  the  districts  through  a  cost-driven  formula.  Core 
staffing  was  negotiated  to  fund  adequately  a  basic  program  at  each 
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college  and  to  take  into  account  economies  of  scale.    Fixed  and 
variable  costs  were  allowed  for  in  the  funding  process. 

This  dual  system  was  cost-driven  but  the  increases  and  unique 
needs  were  negotiated. 
Formula  Funding 

This  method  is  used  to  allocate  funds  to  colleges  on  the  basis  of 
a  simple  formula  specifying  a  stated  number  of  dollars  per  unit  of 
measure.    These  units  may  be  units  of  instruction,  enrollment,  output, 
and/or  a  combination  of  these.    A  minimum  local  tax  effort  may  or  may 
not  be  required  (Wattenbarger  &  Starnes,  1976). 

The  research  data  indicate  the  simple  unit-rate  formula  method  has 
evolved  into  two  variations.    The  first  is  the  unit-rate  formula  method 
where  in  a  few  states  there  continued  to  be  funding  primarily  via  a  flat 
rate  per  unit  of  measure  consistent  with  the  original  Wattenbarger  and 
Starnes  (1976)  model  criteria.    However,  the  rate  was  often  tied  to 
variable  rates  based  on  institutional  size  in  order  to  reflect 
economies  of  scale.    The  second  formula  method  variation  is  the 
formula-grant  method.    This  a  base  in  the  form  of  a  grant  combined  with 
formula  funding  for  remaining  financial  needs.    The  third  formula  method 
of  funding  is  cost-based  funding.    This  method  differs  from  Wattenbarger 
and  Starnes  model  because  the  actual  program  cost  estimates  are  not 
funded  as  is;  rather,  the  cost  estimates  are  used  to  form  the  basis  of 
a  formula  for  appropriation/ allocation. 
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Unit-rate  formula 

The  states  using  unit-rate  formula  funding  are  as  follows: 

Arizona 
California 
Kansas 
Louisiana 
New  Mexico 

State  University  of  New  York 
North  Carolina 

Arizona.    Arizona's  respondent  reported  an  average  expenditure  of 
$3,454  FTE  based  on  a  total  of  50,101  PTE  for  1985-86.  Approximately 
25%  of  that  amount  was  state  aid.    The  remainder  of  the  $3,454  was  from 
student  fees  (approximately  11%)  and  local  district  contribution.  The 
state  legislature  passed  a  bill  to  increase  the  state-aid  amount  for 
the  future  to  33%.    However,  there  will  be  expenditure  caps  placed  on 
the  institution  to  control  costs.    Student  fees  were  expected  to  remain 
about  11%  and  the  remaining  percentage  was  expected  to  come  from  the 
local  districts. 

In  Arizona,  a  formula  allocation/appropriation  process  which  was 
the  basic  unit-rate  formula  procedure  was  in  use.    However,  the  rates 
varied  with  the  enrollment  size  ranges  of  the  institution.    The  larger 
rate  was  allotted  to  the  enrollment  size  of  2,500  or  less  PTE.  The 
occupational  programs  were  also  funded  at  a  rate  per  FTE.  However, 
they  were  funded  at  a  greater  rate.    The  rate  per  FTE  for  occupational 
programs  did  not  vary  according  to  the  type  of  program.    No  cost 
studies  were  used  for  appropriation/allocation  procedures. 

California.    Unrestricted  and  general  operating  funds  from  state 
and  local  sources  for  1985  totaled  $1,707,528,404  for  659,499  FTE 
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(calculated  on  average  daily  attendance  in  California) .    The  reported 
mean  expenditure  per  FTE  of  $3,007.90  was  based  on  a  total  reported 
expenditure  of  $1,983,626,372.    The  unduplicated  1985  headcount  for 
this  large  system  was  261,471  full-time  students  and  918,489  part-time 
students.    The  general  community  college  operating  fund  sources  were 
61.63%  state,  29.28%  local,  4.27%  tuition  and  fees,  and  4.82%  lottery. 
Lottery  dollars  amounted  to  $82,405,743  for  1985-86.    The  -state  share 
was  from  5.2%  lottery  revenue,  94.5%  general  revenue,  and  0.3%  federal 
Mineral  Leasing  Act  and  donations  to  the  state.    Student  fee  support 
for  credit  instruction  included  a  $50  enrollment  fee  per  term. 
Capital  outlay  totaled  $50,713,500  from  state  and  local  taxes/bonds. 

Funding  for  noncredit/certificate  students  (171,237  unduplicated 
students  in  1985-86)  was  65%  state  support  and  35%  local  support.  The 
noncredit  lifelong  learning  courses  were  funded  10%  by  local  support 
and  90%  by  student  support.    Recreation/leisure  courses  were  funded  5% 
by  local  support  and  95%  by  student  support.    Of  total  state  funds,  6.41% 
were  categorical  funds  for  educational  opportunity  program  and  services, 
handicapped  student  program  and  services,  English  as  a  second  language 
program,  and  apprenticeship  instruction. 

It  was  noted  that  the  funding  formula  did  not  take  into  account 
the  traditional  workload  measures  for  instructional  and  student 
services  of  the  community  college. 
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Funding  for  each  district  was  based  on  generated  average 
daily  attendance  (ADA).    The  calculation  of  available  general  revenue 
began  with  the  district's  prior  year's  revenues  from  state 
appropriations,  local  property  taxes,  and  student  fees.    Revenue  was 
subtracted  if  there  was  a  prior  year  decline  in  ADA.    To  this  result, 
COLA  funds  (computed  on  base  credit  and  noncredit  ADA),  equalization 
funds,  and  ADA  growth  funds  (computed  at  a  marginal  rate)  were  added. 
Finally,  property  tax  and  enrollment  fees  were  subtracted  .    The  result 
was  the  state  general  apportionment  share. 

In  1985-86  and  1986-87,  funds  were  provided  by  the  state  to 
districts  to  stabilize  their  budgets  because  of  declining  enrollment. 
This    funding  resulted  in  spreading  out  revenue  reductions  because  of 
declining  ADA  over  a  three-year  period  instead  of  immediate  reduction. 

Program  base  funding  was  being  studied.    Workload  for  instructional 
and  student  services  was  anticipated  to  be  measured  by  FTE  contact  hours 
and  enrollment.    Workload  for  facilities  operations  and  maintenance  was 
anticipated  to  be  measured  on  assignable  square  footage. 

Kansas.    The  total  operating  funds  for  1985-86  were  $105,710,633. 
This  amount  excluded  capital  outlay,  special  assessments,  and  bond 
interests.    Of  this  amount,  2.3%  was  generated  by  federal  funds,  25.2% 
was  generated  from  state  funds,  59.4%  came  from  local  funds,  9.8%  from 
student  tuition  and  fees,  and  3.3%  from  other  unspecified  sources.  The 
average  expenditure  per  FTE  for  1985-86  was  $4,072.    The  state  director 
did  not  report  the  FTE  enrollment  on  which  this  FTE  expenditure  was  based. 
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Capital  outlay  funds  for  1985-86  totaled  $5,653,843,  all  of  which 
came  from  local  taxes/bonds. 

Since  1983,  student  tuition  and  fees  increased  20%  for  in-district 
students,  20%  for  in-state  students,  and  26%  for  out-of-state  students. 
State  support  was  not  provided  for  non-state  residents. 

Noncredit,  lifelong  learning  courses  were  funded  25%  by  local 
support  and  75%  from  student  support.    Support  for  recreation/leisure 
courses  were  funded  20%  by  local  sources  and  80%  from  student  support. 

Program  costs  were  not  analyzed  and  used  in  allocating  funds  to 
institutions.    Of  total  state  funds,  98%  were  categorical  or  limited-use 
funds.    However,  the  respondent  did  not  indicate  which  areas  were 
covered  by  such  funds.    There  were  no  mandated  programs. 

State  appropriation  funding  was  derived  34.2%  from  sales  tax, 
44.8%  from  income  tax,  9.2%  from  general  revenue,  5.6%  from  severance 
tax,  2.5%  from  interest,  and  3.7%  from  insurance  premiums. 

The  respondent  reported  the  critical  problem  in  financing 
community  college  systems  was  a  lack  of  state  revenues.    The  state  did 
not  consider  any  of  the  general  purposes  of  the  community  college  when 
planning  or  implementing  funding  policies.    The  state  made  no  provisions 
for  institutions  facing  enrollment  declines. 

In  Kansas,  funds  were  appropriated  and  allocated  on  a  unit-rate  per 
measure.  There  was  a  credit  hour  rate  per  student  for  credit  hour  state 
aid  and  an  additional  allocation  according  to  a  formula  based  on  median 
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per  student  property  tax  valuation  and  median  college  size  valuation. 
This  state  plan  had  a  close  resemblance  to  the  minimum  foundation  plan. 
However,  it  differed  because  there  was  no  attempt  to  equalize  or 
guarantee  a  minimum  level  of  funding  across  the  state.    Local  taxes 
served  the  purpose  of  increasing  funds. 

Louisiana.    Louisiana's  respondent  reported  no  changes  in 
funding  methodology  since  1984.    In  Louisiana,  there  were  four 
two-year  educational  institutions.    Only  one  institution,  Delgado,  was 
considered  a  community  college.    Delgado  was  an  urban  college  in  New 
Orleans  and  it  was  estimated  that  less  than  10%  of  the  students  come 
from  out-of-district .    The  data  reported  were  based  on  information 
received  from  Delgado  contained  in  the  1986-87  operating  budget. 

The  operating  funds  for  Louisiana  totaled  $16,729,582  with  0.24% 
from  federal  sources,  69.62%  from  state  sources,  and  30.14%  from 
self -generated  sources.    The  1985-86  state  share  came  16.9%  from 
sales  tax,  18.8%  income  tax,  3.1%  excise  tax,  15.7%  mineral  taxes, 
16.7%  severance  taxes,  and  28.8%  from  some  20  other  taxes  on 
miscellaneous  items. 

The  respondent  reported  4,996  FTE  with  an  average  expenditure 
from  all  revenue  sources  of  $3,349  per  FTE.    Capital  outlay  funds  came 
100%  from  state  taxes  and  bonds.    However,  the  respondent  noted  that 
only  50%  of  the  1985-86  amount  of  $150,000,000  was  actually  funded. 
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Student  fees  and  tuition  as  a  percentage  of  operating  funds  was 
28.17%  and  was  reported  as  self-generated.    There  was  also  reported  a 
16.9%  increase  in  student  tuition  and  fees  from  1983  for  in-district 
students . 

Noncredit  courses  were  100%  funded  from  student  support.  There 
were  no  categorical  funds  and  no  state-mandated  programs. 

Provision  for  enrollment  declines  was  made  by  providing  a 
formula  policy  which  maintained  funding  at  the  same  amount  as  in  the 
previous  year.    However,  due  to  severe  state  economic  problems  formula 
funding  had  been  reduced  each  of  the  last  two  years  by  mid-year  budget 
cuts. 

The  critical  problem,  as  reported  for  Louisiana,  was  the  shrinking 
revenue  base.    The  traditional  purposes  of  the  community  college  as 
specified  on  the  survey  were  not  taken  into  account  by  lawmakers. 

The  respondent  reported  that  funds  were  allocated  to  institutions 
on  a  formula  basis  which  was  partially  enrollment-driven,  with  other 
funds  being  derived  from  estimated  costs  for  utilities  and  operation 
and  maintenance  functions.    About  80%  of  the  funding  formula  was 
enrollment-driven . 

New  Mexico.    The  colleges  were  funded  on  a  complex  formula  process 
which  was  adjusted  for  increases  or  decreases  in  prior  year  projected 
enrollment  that  included  size  factors  and  accommodated  cost  factors. 
The  major  thrust  was  an  enrollment-driven  formula  process  with  a 
reliance  on  PTE  units  of  measure. 
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The  formula  generated  an  expenditure  level  for  instruction  based 
on  enrollments  in  various  programs  during  the  previous  academic  year. 
Expenditures  were  provided  at  a  fixed  amount  for  the  average  student 
credit  hours  produced  by  each  institution  in  the  preceding  three 
academic  years.    Provisions  were  made  for  the  size  of  the  institution, 
the  level  of  instruction,  the  relative  cost  of  disciplines,  and  summer 
instruction. 

Student  services  was  funded  through  a  base  level  of  expenditures 
for  small  institutions.    Additional  staff  and  costs  were  added  for  every 
additional  150  students.    Support  functions  were  based  on  percentages  of 
expenditures.    Utilities  were  funded  on  a  basis  of  actual  historical 
expenditures. 

The  total  state  appropriation  was  developed  each  year  through  an 
omnibus  appropriations  bill.    In  general,  the  legislature  tended  to  set 
a  revenue  figure  first  and  then  adjust  expenditure  levels  to  fit.  The 
amount  for  salary  increases  was  usually  the  balancing  item  in  the 
process.    The  respondent  provided  no  FTE  enrollment  data  or  operating  budget 
figures. 

State  University  of  New  York.    The  State  University  System  of  New 
York  (SUNY)  operated  Monroe  Community  College  in  New  York  state.  The 
City  University  System  of  New  York  (CUNY)  operated  six  community  colleges 
and  one  technical  public  college.    SUNY's  Monroe  Community  College  official 
reported  an  unrestricted  and  operating  budget  for  1985-86  of  $32,814,131.81. 
This  amount  was  contributed  from  the  following  sources:  0.4%  federal, 
37.1%  state,  22.9%  local,  32.2%  tuition,  and  7.4%  other  contributions. 
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The  state  share  was  100%  from  state  income  tax.    For  this  period,  the 
total  PTE  enrollment  was  8.748.4  and  the  mean  expenditure  per  FTE  student 
was  $3,787.    Capital  outlay  funds  totaled  $300,000  with  $150,000  originating 
from  both  local  taxes/bonds  and  state  taxes/bonds. 

Student  tuition  from  1983  to  1985  increased  3.5%  for  in-district 
students  and  6.9%  for  in-state  students.    Student  aid,  since  1983, 
increased  16%  from  federal  funds  and  1%  from  state  funds;  the  aid  decreased 
26%  from  the  institutional  funds. 

The  respondent  noted  there  had  been  changes  in  funding  methodology 
since  1984  related  to  general  purpose  grants  and  restricted 
appropriations,  funding  formulae,  and  tuition  and  fees.  Additionally, 
the  respondent  noted  further  changes  were  expected  in  the  future  in  all 
of  these  areas. 

In  1986-87,  40%  of  the  state  funds  were  reported  as  categorical  funds 
supporting  both  credit  and  noncredit  areas.    However,  lifelong 
learning  noncredit  and  recreation/leisure  noncredit  were  100%  student 
supported. 

Funding  was  based  on  a  state  aid  formula  which  allowed  a  college 
to  use  the  greater  of  either  a  calculated  FTE  (20-30-50%  of  past  three 
years  enrollment,  respectively)  or  previous  year's  actual  FTE.  SUNY 
was  committed  to  providing  40%  of  net  operating  costs.    However,  one  of 
the  problems  of  financing  in  this  system  was  that  the  40%  had  not  been 
achieved . 
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As  with  many  other  systems,  the  problem  of  financing  higher 
costs  in  technical  programs  for  equipment  and  instruction  was  an 
issue.    The  1987  formula  did  not  include  program  costs  in  finance 
plans . 

North  Carolina.    North  Carolina's  general  operational  funding  for 
1985-86  was  $304,901,343  with  a  88,903  FTE  enrollment  and  an  average 
expenditure  per  FTE  of  $2,172.75.    The  source  breakdown  for  the  operational 
budget  was  3.2%  federal,  78.6%  state,  12.3%  local,  5.7%  student  tuition,  and 
0.2%  other.    The  state  appropriation  was  derived  100%  from  general  revenue. 

Of  total  state  funds,  12%  were  categorical  funds  supporting 
mandated  areas  of  college  transfer,  adult  high  school,  adult  basic 
education,  new  industry,  human  resource  development,  visiting  artist, 
apprenticeship,  and  priority  programs. 

The  state  leaders  used  a  specified  amount  per  FTE  in  a  formula 
budget  methodology.    The  state  officials  did  not  take  into  account  program 
costs  when  allocating  funds  to  institutions.    A  reserve  for  special 
allocations/contingency  purposes  was  requested  from  the  general  assembly 
by  the  state  board  of  community  colleges. 

Formula  distribution  of  funds  for  the  operating  budget  was  based 
on  actual  fall,  winter,  and  projected  spring  FTE  enrollments.    If  the 
spring  projected  FTE  was  not  met  then  reductions  in  funding  occurred  the 
following  fall.    Funds  were  distributed  on  a  prorata  basis  if  the  general 
assembly  failed  to  allocate  FTE  funds  to  fund  fully  the  FTE  enrollment. 
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Formula  grant  plus  funding 

This  procedure  includes  a  basic  grant  and  a  formula  to 

appropriate/allocate  funds  above  the  grant.    The  grant  may  be  based 

on  a  uniform  amount  for  each  institution,  or  may  be  based  on  a  variable 

amount,  depending  on  the  size  ranges  of  institutions.    The  states  using 

this  methodology  were  the  following: 

Alabama 

Michigan 

Illinois 

Arkansas 

Maryland 

Nebraska 

Alabama.    Alabama's  respondent  reported  that  for  1985-86  the 
unrestricted  and  general  operating  funds  for  community  colleges  totaled 
$204,000,000.    By  source  breakdown,  16%  was  federally  contributed;  64% 
was  state  contributed;  1%  was  locally  contributed;  12%  originated  from 
student  tuition  and  fees;  and  7%  came  from  a  combination  of  auxiliary 
investment  income,  private  gifts,  grants,  and  contracts.    The  average 
expenditure  per  FTE  was  $4,458  for  44,878  PTE  enrollments. 

State  appropriations  sources  by  percentage  breakdown  were  33% 
sales  tax,  48%  income  tax,  8%  utility  tax,  4%  use  tax,  and  7% 
miscellaneous. 

Capital  outlay  for  1985-86  was  $26,000,000  which  came  from  local 
taxes  and  bonds  plus  state  taxes  and  bonds. 
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Student  tuition  and  fees,  since  1983,  had  increased  1%  for 
in-state  students  and  decreased  12%  for  out-of-state  students.  State 
funds  were  provided  for  support  of  both  resident  and  non-state  resident 
students.    Alabama's  respondent  reported  program  costs  were  analyzed  and 
used  in  allocating  funds  and  they  had  no  categorical  funds  or  mandated 
programs.    Noncredit  certificate  courses,  noncredit  lifelong  learning 
courses,  and  recreation/leisure  courses  were  funded  100%  by  students. 

The  respondent  reported  that  since  198A  there  had  been 
methodology  changes  in  restricted  purpose  grants/appropriations, 
funding  formulae,  and  tuition  and  fees.    While  the  methodology  did  not 
change  for  general  purpose  grants/appropriations  or  the  tax  rates, 
the  respondent  noted  that  Alabama  ended  FY  1985-86  with  a  4.21% 
proration.    Projected  for  1986-87  was  a  5%  proration. 

In  Alabama,  each  college  was  funded  with  a  uniform  basic  grant.  In 
addition,  nursing  and  allied  health  programs  were  funded  with  a  cost- 
based  formula.    The  remainder  of  the  appropriated  funds  was  allocated 
through  a  unit-rate  formula  with  credit  hours  attempted  for  three  terms 
as  the  unit  of  measure. 

In  Alabama,  all  the  major  purposes  of  a  community  college  were 
considered  when  planning  and  implementing  funding  programs.    Lack  of  a 
stable  funding  base  and  proration  were  listed  as  critical  problems  facing 
the  state.    There  were  no  plans  to  change  the  funding  methodology. 
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Michigan .    Unrestricted  and  general  operating  funds  for  1985-86  were 
reported  as  $413,346,318.    Average  expenditure  per  PTE  was 
$3,461  for  a  total  enrollment  of  109,905  FTE.    The  sources  for  this 
funding  were  1.5%  federal,  40.6%  state,  25.3%  local,  29.1% 
tuition,  and  3.5%  other  sources.    The  state  share  came  from  general 
revenue  which  was  collected  from  sales  taxes,  income  taxes,  and 
excise  taxes.    Of  total  state  funds,  3%  were  designated  as  categorical 
for  use  in  job  training  and  retraining  plus  repair  and  maintenance  of 
buildings. 

Student  tuition  in  Michigan  increased  8.3%  from  1983  to  1985. 
Local  community  college  boards  of  trustees  determined  local  tuition 
and  fees  independently. 

In  Michigan,  officials  did  not  collect  or  analyze  "program"  costs 
in  terms  of  degree  or  certificate  programs.    Costs  were  collected 
through  the  activities  classification  structure  that  focused  on 
activities  versus  programs.    The  activities  were  clustered  in  34 
instructional  activities  by  common  disciplines  or  instructional  intent.  • 

A  formula  was  used  to  determine  state  aid  for  community  colleges. 
The  formula  for  general  fund  instructional  activities  was  based  on 
contact  hours.    The  base  year  for  funding  1986-87  fiscal  year  was 
1984  enrollment.    Student  services  funds  were  based  on  a  rate  per 
student  headcount  rather  than  contact  hour,  credit  hour,  or  FTE 
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enrollment.    Administrative  costs  were  funded  on  fiscal  year  equated 
student  enrollment  according  to  a  percentage  based  on  size  of  college 
enrollment.    The  state  appropriations  also  had  an  equalization  factor 
for  district  tax  variability.    In  1985,  a  provision  for  special 
grant  funds  for  energy  conservation  and  education  purposes  was  enacted. 
There  was  a  minimum  amount  allotted  for  each  institution.    In  addition 
to  the  above,  the  formula  included  a  minimum  funding  level  regardless 
of  enrollment  decreases. 

Critical  problems  related  to  financing  community  colleges  were 
cited  as  (a)  increasing  state  aid  base  to  hold  down  student  tuition, 
(b)  flexibility  for  the  local  board  to  generate  local  revenues  for 
operation  and  capital,  and  (c)  flexible  dollars  for  new  initiatives. 

Nebraska .    A  base  allocation  provision  plus  a  weighted  enrollment 
formula  was  used  in  Nebraska  to  fund  the  six  community  college  areas. 
Of  state  aid,  58%  was  appropriated  equally  as  a  base,  providing  an  area 
had  a  minimum  specified  enrollment.    If  not  all  college  areas  reached 
the  minimum,  then  the  base  was  divided  proportionately  according  to  the 
weighted  enrollment  depending  on  whether  the  enrollment  was  equal  to  or 
less  than  the  minimum  specified.    The  remaining  42%  was  divided 
proportionately  based  on  the  weighted  enrollment  over  the  minimum  amount. 
A  cost  study  was  used  to  determine  the  placement  of  courses  into  the 
appropriate  areas  for  weighted  enrollment  calculations. 

No  appropriation  figures  or  FTE  enrollment  data  were  provided  by 
the  respondent  from  Nebraska. 
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Based  on  a  consultant's  1985  study,  the  system  was  considering 
incorporation  of  fixed,  semi-variable,  and  variable  costs  in  the 
formula. 

Illinois.    In  Illinois,  1985-86  unrestricted  and  general  operating 
funds  were  $513,487,504.    Source  breakdown  for  this  amount  was  reported 
as  0.5%  federal,  37.0%  state  (of  which  3.6%  was  from  corporate  personal 
property  replacement  tax  revenue),  34.8%  local,  23.2%  tuition,  and  4.5% 
other.    State  appropriations  were  derived  98.5%  from  general  revenue. 
The  general  revenue  sources  included  36.9%  from  sales  tax,  40.9%  from 
income  tax,  16.1%  from  excise  tax,  and  6.1%  from  lottery.    The  respondent 
reported  1.5%  in  the  other  category  for  state  appropriation  source  as 
coming  from  community  college  revenue. 

Of  total  state  funds,  7.2%  were  categorical  funds  for 
disadvantaged  students,  economic  development,  and  advanced  technology 
equipment.    Noncredit  course  funding  was  based  on  varying  amounts 
according  to  local  and  student  support  and  by  institution  and  course. 

Mean  expenditure  per  PTE  for  1985-86  was  $2,744  based  on  a  total  FTE 
enrollment  of  181,687.    Student  tuition  and  fees,  since  1983,  increased 
22.8%  for  in-district  students,  17.8%  for  in-state  students,  and  10.7%  for 
out-of-state  students.    For  this  same  period,  student  aid  increased  20% 
from  federal  funds  and  55%  from  private  and  institutional  funds  and  had 
decreased  30%  from  state  funds. 
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Capital  outlay  funds  for  1985-86  totaled  $94,488,710.    Of  that 
amount,  $53,459,060  came  from  local  taxes/bonds  and  $41,029,650  came 
from  state  taxes/bonds. 

The  critical  problem  facing  the  state  in  financing  community 
colleges  was  the  declining  farmland  values  which  had  reduced  the  local 
tax  base  of  the  colleges. 

The  Illinois  appropriation  process  began  with  the  submission  of 
a  fiscal  year  system  operating  budget  request  by  the  Illinois  Board  of 
Community  Colleges  to  the  Illinois  Board  of  Higher  Education.  The 
community  college  request  was  evaluated  along  with  other  requests  for 
higher  education  by  the  Illinois  Board  of  Higher  Education. 
Legislation  requesting  state  funding  for  the  community  college  system 
was  introduced  in  the  state  legislature  based  on  the  Illinois  Board  of 
Higher  Education  proposal.    Next,  the  governor  presented  a  proposed 
state  budget.    If  the  governor's  budget  proposal  differed  from  the 
original  proposal  from  the  board  of  higher  education,  the  board 
distributed  the  governor's  budget  across  the  community  college  system. 
It  was  then  up  the  the  legislature  to  appropriate  funds  and  authorize 
fund  distribution  according  to  an  appropriate  procedure.    The  process  was 
completed  after  the  governor  signed  the  appropriation  and  spending 
authorization  bills  passed  by  the  Legislature. 
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Specifically,  the  procedure  for  the  community  college  state 
appropriation  was  equal  to  an  estimate  of  funds  needed  less  an  estimate 
of  funds  available  to  the  community  college  system.    The  Illinois 
procedure  distributed  appropriations  through  five  grant  programs.  The 
five  are  credit  hour  grants  which  comprised  75.5%  of  funds  to  the 
system  in  the  1987  budget,  equalization  grants  which  comprised  17.2%, 
disadvantaged  student  grants  which  made  up  2%,  and  advanced  technology 
and  equipment  grants  which  comprised  1.3%  of  the  1987  appropriations. 

The  estimate  of  funds  needed  by  the  system  was  determined  by 
adjusting  for  anticipated  cost  increases  the  most  recent  FY  actual 
expenditures  based  on  program  cost  analysis.    The  legislature  determined 
the  decision  rules  for  weighted  cost  increases.    The  average  cost  to 
produce  a  credit  hour  in  the  previous  year  was  multiplied  by  a  two-year 
inflation  factor  to  yield  an  estimate  of  cost  to  produce  a  credit  hour 
in  the  next  year.    That  amount  was  multiplied  by  the  prior  year's  total 
credit  hours  yielding  an  estimate  of  total  instructional  costs  for  the 
next  year.    To  this  was  added  public  service  cost  estimates  and  new 
funds  requested  for  the  year  being  funded. 

The  credit  hour  grants  were  paid  for  each  of  the  system's  seven 
instructional  categories.    The  credit  hour  rate  for  each  category  was 
determined  by  calculating  the  unit  cost  of  the  category  and 
subtracting  the  system's  other  available  resources  from  the  projected 
unit  cost  in  each  instructional  category. 
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The  equalization  grants  were  intended  to  reduce  the  disparity  in 
local  funds  available  per  student  among  districts.    Local  property  tax 
revenues,  corporate  personal  property  replacement  tax  revenues,  fixed 
costs,  and  each  district's  instructional  program  mix  were  considered  in 
the  calculations. 

In  Illinois,  a  combination  of  program  analysis,  negotiation, 
minimum  foundation  method  was  used.    Changes  were  proposed  in  allocation 
methods  for  restricted  purpose  grants  for  FY1988.    Increases  in  the 
disadvantaged  student  grant  were  targeted  for  minority  students  and 
allocated  according  to  the  percent  of  minority  students  served.    It  has 
been  proposed  that  the  basic  allocation  of  the  FYIQSS  economic  development 
grant  include  a  graduated  allocation  based  on  the  size  of  the  district 
rather  than  a  flat  amount  to  all  districts  regardless  of  size.    Also,  a 
proposal  was  being  considered  to  provide  Illinois  community  colleges 
with  a  permissive  tax  levy  authority  in  an  attempt  to  resolve 
inequities  among  the  districts  in  local  tax  support  per  student. 

Maryland.    Maryland's  unrestricted  and  general  operating  funds  for 
1985-86  totaled  $196,886,703.    The  source  breakdown  for  this  amount  was 
40%  state,  32%  local,  27%  tuition,  and  2%  other.    The  mean  expenditure  per 
FTE  for  1985-86  was  $2,855.    State  appropriations  came  100%  from  general 
revenues. 
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Since  1983,  tuition  had  increased  15.9%  for  in-district  students, 
16.8%  for  in-state  students,  and  16.5%  for  out-of-state  students. 
Also,  since  1983,  the  amount  of  money  available  for  financial  aid  had 
increased  10.35%  from  federal  sources,  7.64%  from  state  funds,  7.47%  from 
private  foundation  funds,  and  51.85%  from  institutional  funds.    There  were 
special  considerations  in  funding  policies  for  increasing  access 
to  part-time  students  and  community  service  programs,  excluding 
recreation  programs. 

Noncredit  courses  were  supported  33  1/3%  by  the  state,  33  1/3% 
locally,  and  33  1/3%  by  student  support  for  both  certificate  programs 
and  lifelong  learning  courses.    State  eligibility  criteria  in  these  two 
areas  had  to  be  met  to  receive  state  support.    Noncredit  courses  were 
reviewed  on  an  individual  course  basis.    State  support  for  noncredit 
courses  statewide  averaged  one-third  of  total  cost. 

The  state  leaders  had  proposed  changes  in  the  funding  formula  and 
appropriation  methods  for  1988.    In  1986-87,  the  formula  was  enrollment- 
driven  and  was  highly  sensitive  to  fluctuations  in  enrollment.  As 
stated  in  a  report  published  by  the  Committee  on  the  Future  of 
Maryland  Community  Colleges  (1987)  in  Blueprint  for  Quality. 

the  formula  should  be  less  sensitive  to  swings  in  enrollment, 
adjusted  annually  for  increasing  costs,  permit  the  offering  of 
some  high-cost  vocational  programs,  maintain  the  existing 
governance  structure,  provide  all  residents  regardless  of  place 
of  residence  the  opportunity  to  receive  a  quality  education,  be 
simple  to  manage,  recognize  economies  of  scale,  maintain  access 
by  assuring  reasonable  tuition  and  fees,  and  be  widely  accepted, 
(p.  73) 
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The  three  components  of  the  proposed  state  funding  method  are  a 
large  flat  grant  that  was  being  provided  to  recognize  fixed 
operating  costs,  a  smaller  amount  per  FTE  than  was  being  provided, 
and  an  adjustment  to  the  flat  grant  to  provide  supplemental  funding  to 
subdivisions  with  comparatively  low  local  wealth  which  serve  large 
numbers  of  low  income  students. 

The  proposed  flat  grant  would  provide  from  55-75%  of  the  state 
aid  funds  with  the  smallest  colleges  receiving  the  highest 
percentages.    A  range  of  flat  grant  percentages  was  proposed  to 
recognize  the  economies  of  scale  of  large  colleges.    While  these 
ranges  were  sensitive  to  enrollment  variations,  the  funds  were  not  tied 
directly  to  FTE,  and  therefore,  colleges  could  continue  quality 
programs  with  moderate  FTE  declines. 

However,  in  recognition  that  part  of  a  college's  costs,  are 
enrollment-driven,  an  amount  per  FTE  would  continue  to  be  provided  by 
the  state.    All  colleges  would  receive  the  same  amount  per  FTE  since 
variations  in  economies  of  scale  would  be  accounted  for  in  the 
flat-grant  award.    The  variable  costs  of  the  college  would  be  funded 
through  the  FTE  award  component.    This  moves  the  state  from  a  strict 
average  cost  method  to  a  partial  marginal  cost  method. 

The  third  component  of  the  formula  would  provide  additional 
funding  for  colleges  that  have  comparatively  less  wealth  and  serve  a 
high  proportion  of  low  income  students.    The  flat  grant  percentages, 
for  those  colleges  qualifying,  would  be  increased. 
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The  1987  formula  did  not  provide  for  an  automatic  annual 
adjustment.    Therefore,  the  state  leaders  proposed  that  annual  formula 
increases  be  tied  to  the  percentage  increases  received  by  public  four- 
year  institutions  in  the  state.    Every  five  years  the  state  would 
evaluate  each  institution's  flat  grant  percentage  and  supplemental 
adjustment. 

Critical  financing  problems  facing  the  state  were  outlined  in  the 
report,  Blueprint  for  Quality,  discussed  earlier  in  this  section.  One 
was  the  enrollment-driven  formula  which  was  highly  sensitive  to 
FTE  fluctuations.    Secondly,  the  use  of  current  average  costs  rather 
than  the  use  of  a  marginal  costs  basis  was  creating  a  quality  decline. 
Accessibility  for  students  was  decreasing  because  tuition  was  increasing 
due  to  lack  of  increasing  state  aid. 
Formula  cost-based  funding 

Fixed  and  variable  cost  funding  was  observed  in  practice  more  often 
than  in  prior  years.    Formulae  with  cost  factors,  percentage  awards,  or 
award  of  fixed  costs  and  variable  costs  based  on  actual  expenditures  were 
all  methods  used  to  appropriate  and  allocate  funds.    States  where  formula 
cost-based  funding  was  used  were  the  following: 
Iowa 

Missouri 
Montana 
New  Jersey 
Ohio 

Oklahoma 

Pennsylvania 

Tennessee 

Texas 

Wisconsin 
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Iowa.    Unrestricted  and  general  operating  funds  for  1985-86  were 
$137,610,836.    The  source  breakdown  for  this  amount  was  5.31%  federal, 
49.07%  state,  10.96%  local,  30.72%  tuition  and  fees,  and  3.94%  other. 
The  reported  FTE  enrollment  was  52,247  with  an  average  expenditure  per 
FTE  of  $2,633.85.    Appropriations  from  the  state  came  from  the  general 
fund  which  was  supported  by  a  variety  of  resources  including  the  two 
major  sources  of  state  income  taxes  and  state  sales  taxes.    There  was 
also  an  additional  $1,000,000  appropriation  for  equipment  purchases  for 
area  colleges  that  came  from  the  state  lottery.    Capital  outlay  funds  for 
1985-86  totaled  $14,444,734  from  local  taxes  and  bonds. 

Iowa's  leaders  had  adopted  a  new  foundation  formula  that  was  scheduled 
to  begin  with  the  1987-88  fiscal  year.    Therefore,  there  was  little  change 
in  methodology  for  1985-86  except  to  add  some  increases  to  begin  the 
transition  to  the  new  foundation  formula  methodology.    The  approach  was  an 
enrollment-driven  formula  based  on  the  enrollment  unit  of  a  contact 
hour.    The  formula  had  five  cost  centers  for  instructional  programs 
and  four  indirect  functions.    The  five  cost  centers  for  instructional 
programs  were  arts  and  sciences,  preparatory  career,  supplementary 
career,  adult  basic  education/high  school  completion,  and  continuing 
and  general  education.    The  four  indirect  functions  were  general 
institution,  student  services,  physical  facilities,  and  library. 

The  foundation  formula  provided  foundation  support  for  general 
fund  expenditures  that  were  equivalent  to  a  foundation  level  of  65% 
from  state  and  local  funds,  exclusive  of  capital  outlay  costs. 
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The  foundation  formula  was  driven  by  enrollment  that  was  based  on  a 
three-year  rolling  average  of  contact  hours  eligible  for  state  aid. 
The  allowable  cost  per  contact  hour  in  each  of  the  instructional  cost 
centers  was  multiplied  by  the  three-year  rolling  average  to  determine 
the  amount  of  support.    The  general  institution  function  was  funded  at 
13.96%  of  the  general  operating  fund  expenditures  for  the  prior  year. 
The  student  services  function  was  funded  by  multiplying  contact  hours 
eligible  for  state  aid  by  the  state  average  cost  of  student  services. 
The  plant  facilities  function  was  supported  by  multiplying  the  square 
feet  and  cubic  feet  of  physical  facilities  by  the  state  average  cost 
for  plant  maintenance  and  utilities.    The  library  function  was 
supported  at  3.33%  of  the  total  state  support  for  the  five 
instructional  cost  centers  and  the  three  other  indirect  functions. 

An  adjustment  was  made  for  small  area  colleges  of  less  than 
$1,000,000  by  providing  a  foundation  level  for  these  institutions  of 
70%.    Each  year  the  foundation  support  level  was  adjusted  for  the 
allowable  growth  which  provides  an  adjustment  for  the  cost  of 
inflation.    During  the  1986-87  fiscal  year  an  amount  of  $100,000  was  set 
aside  for  the  school  budget  review  committee  for  allocation  to  area 
colleges  that  experienced  fiscal  difficulties. 

In  1987,  the  critical  problems  of  the  state  system  of  finance  were 
a  continuation  of  full  funding  of  the  foundation  formula  and  an 
appropriate  transition  procedure  for  area  colleges  that  were  not 
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scheduled  to  receive  increases  in  state  appropriations  from  the 
foundation  formula. 

Missouri.    Missouri's  respondent  reported  1985  unrestricted  and 
general  funds  of  $119,148,025.    The  source  breakdown  was  2.6%  federal, 
39.8%  state,  28.7%  local,  20.5%  tuition,  and  8.4%  other  sources.  The 
state  appropriation  came  100%  from  general  revenue.    The  state  had  an  FTE 
enrollment  of  28.241  and  a  corresponding  expenditure  per  FTE 
enrollment  of  $4,218.    Noncredit  certificate  courses  were  financed  at 
the  rate  of  39.8%  state  support,  28.7%  local  support,  and  20.5% 
student  support. 

State  law  specified  that  community  colleges  may  receive  appropriated 
funds  up  to  but  not  more  than  50%  of  the  state  average  operating  cost 
per  credit  hour  as  approved  by  the  Missouri  Department  of  Higher  Education. 
The  average  operating  cost  per  credit  hour  was  determined  by  dividing 
the  total  operating  cost  for  all  districts  receiving  state  funds  by 
the  total  number  of  credit  hours  produced  by  the  districts.  Funding 
was  based  on  credit  hours  of  the  most  recently  completed  academic  year. 
Operating  costs  were  estimated  by  using  actual  expenditures  from  the 
most  recently  completed  year.    These  were  adjusted  to  reflect  changes 
and  projected  costs  for  the  new  funding  period. 
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Montana.    Montana's  unrestricted  and  general  operating  funds  for 
1985-86  were  not  reported.    However,  the  sources  of  operating  funds  were 
7.4%  federal,  42.5%  state,  38.8%  local,  7.2%  student  tuition,  and  4.1% 
other  sources.    Of  the  state  funds,  41%  were  generated  by  general 
revenue  and  51%  by  local  share  which  included  property  tax,  tuition,  amd 
other  unrestricted  funds  from  local  sources.    The  respondent  reported 
a  1985-86  FTE  enrollment  of  1,823  and  a  $3,553  mean  expenditure  per 
FTE  student. 

Tuition  from  1983  to  1985  increased  12%  for  in-district  students, 
14%  for  in-state  students,  and  5%  for  out-of-state  students.  Noncredit 
courses  in  certificate  areas  were  49%  funded  from  state  sources  and 
51%  was  derived  from  tuition  and  local  support.    Noncredit  lifelong 
learning  and  recreation/leisure  courses  were  100%  supported  by  the 
student . 

Since  1984,  changes  in  the  areas  of  state  support  in  general 
purpose  grants/appropriations  and  funding  formulas  had  taken  placed  in 
the  state.    In  regard  to  local  support,  since  1984,  the  tax  rates  had 
changed.    There  were  no  provisions  for  institutions  with  enrollment  declines. 

A  unit  rate  formula  was  used  to  allocate  funds  to  the  institutions. 
According  to  the  funding  formula,  the  fiscal  year  PTE  was  projected  and 
multiplied  by  a  cost  factor  (rate)  to  obtain  the  unrestricted  budget.  The 
state  share  was  determined  by  the  legislature  in  the  form  of  a  percentage. 
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This  state  percentage  share  was  multiplied  by  the  unrestricted  budget  to 
determine  the  state  appropriation.    The  local  share  came  from  student 
tuition,  other  restricted  funds,  and  a  mandatory  state  levy.  The 
mandatory  levy  procedure,  determined  by  statute,  was  the  difference 
between  the  total  unrestricted  budget  and  the  state  general  fund 
appropriation  plus  all  other  revenue  source  amounts.    If  the  community 
college  trustees  wanted  to  expand  their  budget  beyond  the  formula  they 
could  ask  the  voters  of  their  district  to  approve  an  additional  levy. 
For  FY1987  the  state  share  was  49%  and  the  local  share  was  51%. 

A  current  problem  cited  in  financing  community  colleges  was  that 
the  revenue  shortfall  in  state  taxes  had  produced  deductions  in  state 
funds  for  all  state  agencies. 

New  Jersey.    In  New  Jersey,  a  cost-based  differential  funding  method 
plus  categorical  funding  was  used  to  finance  public  community  colleges. 
Of  the  total  appropriation,  91%  was  allocated  on  the  basis  of 
relative  program  cost  and  9%  for  categorically  funded  areas.  The 
change  to  differential  funding,  from  a  flat  full-time  equivalent  (FTE) 
computation,  increased  state  aid  for  high  enrollment  colleges  as  well 
as  for  colleges  where  high  cost  programs  were  offered.  Differential 
funding  was  instituted  to  recognize  the  extraordinary  cost  of  remedial 
and  highly  technical  courses.    The  categorical  funding,  according  to  the 
state  funding  theory,  provides  a  base  level  of  support  for  the  colleges  as 
well  as  additional  funds  for  program  development  in  certain  key  areas. 
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Additional  non-formula  categorical  support  was  provided  on  a 
competitive  basis  through  an  excellence  challenge  program.    The  challenge 
program  funds  were  directed  to  three  high  priority  areas  including 
minority  and  disadvantaged  initiatives,  programs  with  secondary 
schools,  and  technology  programs. 

The  state  also  participated  in  capital  funding  through  a  $160 
million  revolving  capital  program.    The  state  and  local  counties  shared 
equally  ($80  million  each)  in  the  program.    The  local  counties  issued 
bonds  for  the  total  project  costs,  and  the  state  paid  50%  of  the  debt 
service  according  to  the  bond  maturity  schedule.    Capital  projects 
had  to  be  reviewed  by  the  New  Jersey  Department  of  Higher  Education  and 
approved  by  the  New  Jersey  Board  of  Higher  Education. 

The  New  Jersey  respondent  did  not  report  actual  FTE  enrollment  data 
or  amount  of  operating  funds. 

Oklahoma .    In  Oklahoma,  funds  were  appropriated  and  allocated 
through  a  formula  with  differential  funding  based  on  averaged  costs  of 
programs  across  the  state,  the  Oklahoma  Board  of  Regents  submitted  a 
needs  document  to  the  legislature  which,  in  turn,  appropriated  funds  to 
the  board.    The  board  allocated  funds  to  the  colleges  on  the  basis  of  a 
statewide  rate  per  FTE  based  on  the  average  costs  for  like  programs. 

The  respondent  noted  that  in  1986-87  there  was  a  17%  reduction  in 
appropriated  funds  to  the  system.  The  respondent  failed  to  report  FTE 
enrollment  figures  or  operating  budget  information. 
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Ohio.    The  Ohio  respondent  reported  operating  funds  of 
$141,797,410.    The  sources  for  this  amount  were  0.13%  federal, 
48.89%  state,  21.56%  local,  25.80%  student  tuition,  and  3.62%  other 
sources.    The  state  share  was  comprised  100%  of  general  revenue  funds. 
The  1985-86  FTE  enrollment  was  31,759  with  an  average  FTE 
expenditure  of  $5,041.    The  state  legislature  appropriated  capital 
outlay  funds  on  a  biennial  basis.    The  total  amount  for  1984-86  was 
$30,878,000  from  state  taxes  and  bonds. 

Tuition,  from  1983  to  1985,  increased  6.69%  for  in-district 
students,  6.69%  for  in-state  students,  and  34.59%  for  out-of-state 
students.    Also,  since  1983  the  state  funds  available  for  student  aid  had 
increased  13.4%.    Noncredit  courses  were  funded  100%  by  students. 

Ohio's  funding  methodology  was  approximately  75%  enrollment 
driven.    However,  the  process  took  into  consideration  fixed  and  variable 
costs,  allowance  for  enrollment  decline  through  the  use  of  lag-time 
funding,  and  headcount  funding  for  student  services.    The  core  of  both 
the  appropriation  and  allocation  procedure  depended  on  a  series  of 
program  expenditure  models  for  instructional  areas.    From  the  actual 
expenditure  "base"  models  enrollment  was  projected  into  the  future  and 
adjusted  for  expected  changes. 

Enrollment  decline  was  managed  by  providing  a  "base"  FTE  for  each 
institution.    If  the  institution's  FTE  fell  below  the  "base," 
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lag-time  funding  was  used  and  funding  was  determined  by  award  of  the 
actual  FTE  plus  the  difference  between  the  actual  and  the  established 
base  FTE. 

Problems  cited  for  the  community  colleges  were  offering  more 
noncredit  courses  and  courses  that  were  specific  to  a  short-term 
project,  which  were  not  funded  by  the  state. 

Pennsylvania.    In  the  state  of  Pennsylvania,  100%  of  state 
appropriations  were  generated  from  general  revenue.    The  current 
unrestricted  and  general  operating  funds  for  the  1985-86  year  were 
$207,449,869.    By  source  breakdown,  contributions  were  0.4%  federal, 
37.4%  state,  27.2%  local,  and  35%  student  tuition  and  fees.    The  1985-86 
state  funds  averaged  $1,044  per  FTE  for  a  total  of  74,245  FTE,  including 
a  stipend  for  technical  and  occupational  programs.    The  total  average 
expenditure  was  $2,794  per  FTE.    Capital  outlay  for  1985-86  was 
$49,725,302  which  was  divided  evenly  between  local  taxes/bonds  and  state 
taxes/bonds. 

Pennsylvania  state  law  specified  that  two-thirds  of  the  annual 
operating  costs  were  to  be  supplied  by  the  local  sponsor.    The  state 
share  of  operational  funds  and  capital  funds  were  included  in  one 
appropriation.    The  operating  allocation  of  the  community  colleges 
appropriation  was  to  a  large  extent  determined  by  state  law.  Colleges 
were  reimbursed  either  one-third  of  their  operating  costs  or  the 
college's  estimated  full-time  equivalent  students  times  the  current 
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reimbursement  rate  of  $800,  whichever  was  less.    In  addition,  a  bonus 
was  paid  based  on  the  number  of  vocational  students  which  varied  for 
types.    The  capital  allocation  was  based  on  need. 

State  residents  were  funded  from  1/3  state,  1/3  local,  and  1/3 
student  tuition  sources.    Tuition  for  non-state  residents  was  three 
times  the  resident  tuition  providing  total  support  for  non-state 
residents. 

The  state  respondent  reported  no  categorical  funding  emd  no  state- 
mandated  programs.    There  appeared  to  be  no  plans  to  fund  on  bases 
other  than  PTE  enrollment-driven  formulae. 

There  was  an  effort  to  take  into  consideration  the  general 
purposes  of  the  community  college  when  implementing  and  planning  state 
funding  policies.    The  one  exception  was  fimding  support  for  community 
service  programs. 

The  critical  problem  reported  was  a  need  for  additional  funding 
for  operations.    A  proposed  increase  in  the  state  reimbursement 
amounts  per  FTE  was  not  approved  by  the  1987  session  of  the 
legislature.    Instead,  the  legislature  approved  a  separate 
appropriation  of  $2,000,000  for  community  colleges  enhancement.  The 
appropriation  was  to  be  prorated  among  the  14  community  colleges 
according  to  the  number  of  PTEs  at  each  college. 

Tennessee.    The  Tennessee  respondent  reported  operational  funds  for 
1985-86  of  $73,079,700.    Percentage  sources  for  this  amount  were  77.3% 
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state  funds  ,  16.9%  tuition,  and  5.7%  other.    There  was  an  average 
expenditure  per  FTE  of  $4,740  for  76,409  FTE.    From  1983  to  1985 
tuition  increased  10%  for  all  groups.    Noncredit  courses  were  100% 
funded  by  student  support.    Capital  outlay  for  1985-86  was  reported  at 
$16,887,000,  all  from  state  taxes/bonds. 

A  cost-based  program  funding  approach  distributed  through  a  formula 
was  used  in  Tennessee.    The  formula  generated  expenditure  requirements  for 
the  10  community  colleges,  while  revenues  were  projected  from  each 
source  other  than  state  appropriations.    Revenues  from  areas  such  as 
tuition  and  interest  income  were  subtracted  from  expenditures,  and  the 
difference  comprised  the  request  for  state  appropriations.    These  two 
parts  of  the  formula,  expenditures  and  revenues,  related  only  to 
unrestricted  education  and  general  monies.    In  addition,  the  state 
has  four  technical  two-year  institutions  which  were  not  included. 
However,  they  were  funded  through  the  same  mechanism. 

Texas .    The  Texas  system  of  higher  education  encompassed  49  public 
community  junior  college  districts  with  60  campuses,  1  public  technical 
institute  with  4  campuses,  and  3  private  junior  colleges.    In  1985-86, 
unrestricted  and  general  operating  funds  for  Texas  totaled  $757,000,000. 
The  source  breakdown  for  that  amount  was  4.41%  federal,  61.33%  state, 
17.0%  local  taxes,  11.58%  student  tuition  and  fees,  and  5.68%  unspecified 
other.    Student  tuition  and  fees  for  Texas  students  varied  from 


142 


institution  to  institution.    However,  while  a  systerawide  increase  in 
student  tuition  was  available,  the  respondent  reported  a  13.04% 
tuition/fee  income  increase  from  FY1983  to  FY1985.    The  respondent 
failed  to  report  PTE  enrollment  or  mean  expenditure  per  FTE  figures. 

Noncredit  programs  in  Texas  were  funded  according  to  type.  The 
noncredit  certificate  programs  were  funded  71%  by  the  state,  17%  by 
local  support,  and  12%  by  student  support.    Both  noncredit  lifelong 
learning  and  recreation/leisure  courses  were  fully  funded  from  student 
support. 

There  were  no  special  provisions  for  colleges  where  there  were 
enrollment  declines.    However,  the  state  funding  procedures  provided  a 
"hedge"  for  a  short  period  of  time.    The  critical  problem  facing 
financing  community  colleges,  as  reported,  was  the  unprecedented  state 
deficit. 

The  biennial  appropriation  for  Texas  was  based  on  a  unit-rate  formula 
award  per  contact  hour  and  an  inflation  factor.    The  rate  was  adopted 
through  a  detailed  program  cost  analysis  for  each  community  college  and 
the  calculation  of  a  median  rate  per  program  area  plus  the  addition  of  the 
inflation  percentage.    The  adopted  rate  was  then  multiplied  by  the 
"base  period"  actual  contact  hours  in  the  program  areas,  the  result  was 
the  next  biennium  maximum  funding  amount.    Appropriations  and 
community  college  allocations  were  based  on  this  adopted  rate  times 
actual  contact  hours  reported  during  the  biennium. 
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The  process  worked  in  the  following  manner: 

1.  Cost  studies  were  used  to  calculate  the  cost  per  contact  hour 
faculty  salaries,  department  operating  expense,  and  allocated  costs  for 
each  community  college. 

2.  Next,  the  median  costs  for  faculty  salaries  and  department 
operating  expenses  in  18  areas  for  general  academic  programs  and  40 
technical-vocational  programs  were  calculated. 

3 .  An  allocated  cost  was  derived  from  median  cost  per  contact 
hour  for  all  community  colleges  for  general  administrative  and  student 
services,  general  institutional  expense,  staff  benefits,  and  library 
expense.    There  was  a  differential  between  technical-vocational  programs 
and  general  academic  programs  for  instructional  administrative  and 
organized  activities. 

4.  An  inflation  factor  was  added  to  the  cost  base  for  each 
biennium  since  contact  hour  cost  was  based  on  the  most  recently 
completed  FY.    The  inflation  factor  was  compounded  annually  for  each  of 
four  years  up  to  and  into  the  next  biennium. 

5.  Formula  product  amounts  were  calculated  by  multiplying  the 
adopted  rates  for  each  year  of  the  biennium  by  the  contact  hours 
produced  in  the  "base  period,"  which  was  the  academic  year 

ending  in  the  spring  of  odd-numbered  years  when  the  legislature  was  in 
session.    For  example,  the  rates  for  1987-88  year  were  based  on  the 
cost  surveys  conducted  for  1984-85. 


144 


6.  When  available  funds  were  less  than  the  amount  requested  then 
the  legislature  applied  a  percentage  factor  to  the  total  request  to 
arrive  at  actual  appropriation. 

7.  Finally,  the  funds  were  distributed  to  the  institutions 
according  to  formula. 

Wisconsin  Vocational  Technical  System.    The  reported  funding  was 
implemented  through  a  cost-driven  formula  "equalized"  by  property 
valuation  per  FTE.    Additional  funds  were  allocated  on  a  categorical 
basis  and  as  requested  by  the  institution.    Approximately  1%  of  total 
state  funds  were  categorical.    These  funds  covered  such  programs  as 
displaced  homemaker,  fire  service,  instructor  competency,  and  driver 
education.    The  source  for  the  state  appropriation  was  99.7%  general 
revenue  and  0.3%  from  chauffeur  license. 

Approximately  $5,147  per  FTE  based  on  a  total  enrollment  of 
56,173  FTE  was  spent  in  1985-86.    The  total  operational  funding  level 
for  1985-86  was  $289,234,200.    The  sources  contributing  to  the 
operational  funds  were  5%  federal,  26%  state,  33%  local,  and  16% 
student  tuition  and  fees. 

Student  tuition  and  fees  for  in-state  residents  had  increased 
since  FY1983  by  23%.  There  was  state  support  for  state  residents. 
Nonresident  students  from  states  without  reciprocity  paid  100%  of  costs. 

Noncredit  courses  were  funded  in  two  ways.    For  noncredit 
certificate  areas,  24%  was  state  support,  61%  was  local  support,  and  15% 
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was  student  support.    For  noncredit  community  lifelong  learning  and 
recreation/leisure,  the  local  support  was  85%  and  the  student  support 
was  15%. 

Since  FY1983  the  percentage  increase  for  funds  available  to 
student  financial  aid  had  changed  13%  in  federal  funds,  20%  in  state 
funds,  18%  in  private  foundation  funds,  and  25%  in  institutional 
funds. 

The  1985-86  capital  outlay  expenditure  was  reported  as  $62,818,900 
with  local  taxes/bonds  supplying  $55,795,800,  state  taxes/bonds  supplying 
$6,673,100,  and  the  federal  Veteran's  Education  Act  supplying  $350,000. 

The  state  respondent  did  not  report  any  mandated  activities. 
There  were  no  expected  funding  changes  nor  had  there  been  any 
funding  methodology  changes  since  1984,  except  in  the  area  of 
restricted  purpose  grants/appropriations.    There  were  no  special 
provisions  for  institutions  where  there  were  enrollment  declines. 

The  current  critical  problem,  as  reported,  was  the  limit  of  1.5 
mills  on  property  taxes  for  operational  purposes.    This  restricted 
growth  funding. 

Wisconsin's  respondent  reported  that  the  state  leaders  took  the 
purposes  of  the  community  college  into  consideration  in  implementing 
funding  in  the  areas  of  parallel/transfer  programs  and  vocational 
training . 
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StimmarY 

One  purpose  of  this  research,  which  provided  the  basis  for  the 
first  three  research  questions,  was  to  determine  the  extent  to  which 
the  Wattenbarger  and  Starnes  (1976)  Statewide  Funding  Model  could  be  used 
to  explain  the  methods  used  in  the  various  states  to  fund  public 
community  colleges.    Based  on  these  findings  and  a  literature  search, 
the  model  was  to  be  revised  to  reflect  these  variations  and  applied.  In 
this  Chapter  IV  summary,  the  summarized  results  are  formatted  to  the 
first  research  questions  presented  in  Chapter  I. 
Question  1 

Which  states,  according  to  1986  data,  are  consistent  with  one  of 
the  four  funding  patterns  in  the  Wattenbarger  and  Starnes  Statewide 
Funding  Model  (1976)? 

The  literature  review,  questionnaire,  and  case  study  results  all 
confirm  that  current  state  finance  plans  were  more  complex  than  1975 
data  which  formed  the  basis  of  the  Wattenbarger  and  Starnes  research. 
Although  in  some  states  the  funding  methodology  was  close  to  the  original 
criteria  in  the  unit-rate  formula  category,  in  none  were  all  the  original 
criteria  met.    In  no  states  was  there  consistency  with  the  original  minimum 
foundation  method.    The  cost-based  program  funding  method  criteria  in 
the  original  model  were  no  longer  valid  as  single-entity  funding 
methods.    This  cost-based  method  has  been  subsumed  into  the  formula 
type  cost-based  funding  method.    No  state  fit  into  the  negotiation 
funding  method  as  originally  outlined  by  Wattenbarger  and  Starnes. 
In  several  states,  negotiation  was  used  in  conjunction  with  other  methods. 
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Question  2 

For  the  states  not  consistent  vd.th  the  Statewide  Funding  Model, 
which  funding  procedures  or  practices  varied  from  the  model 
criteria? 

States  which  differed  from  the  original  model  criteria  fell  into 
two  major  categories:    negotiation  funding  and  formula  funding.  The 
negotiated  budget  funding  pattern  of  the  original  model  continued 
as  a  strong  partial  premise  for  1986  practices.    There  were  three 
variations  within  the  negotiation  category.    The  first  variation  was 
states  where  funding  was  from  year  to  year  on  a  slowly  adjusting  "base" 
with  the  budgeted  year  increases  being  negotiated,  i.e.,  cost-to- 
continue-plus  funding.    The  premise  was  that  the  base  or  core  is 
protected  from  year  to  year  and  this  provides  for  a  more  stable, 
quality  protected  funding  process.    The  base  was  calculated  in  several 
different  ways  depending  on  the  state  history,  but  the  new  budget 
increased  or  special  requests  were  negotiated  and  were  determined 
jointly  with  either  the  legislature  or  state  board. 

The  second  variation  in  the  negotiated  funding  method  was  in  states 
where  there  was  formula-plus-negotiation  funding.    In  these  states,  a 
specified  level  of  funding  was  provided  through  a  formula  and  funds 
available  over  the  formula  were  negotiated  or  justified  on  a  need  basis. 
Four  states  fit  this  category.    However,  the  variation  is  important  to  note. 
Historically,  the  widely  used  method  of  formula  funding  was  popular 
because  it  neutralized  the  problems  of  negotiating  funding  which  were 
perceived  to  be  associated  with  a  politically  motivated  funding 
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environment.    The  1986  practice  data  indicate  that  there  was  an 
increasing  return  to  the  use  of  negotiation  processes  in  conjunction 
with  other  methods. 

A  third  variation  was  occurring  in  the  negotiation  area.  That 
was  the  phenomenon  in  three  states  where  combinations  of  negotiation 
and  formula  variations  were  used  to  legislatively  appropriate  with 
one  method  and  allocate  with  the  other  or  vice  versa.    This  dual 
system  of  appropriation  and  allocation  was  included  in  negotiation 
processes  because  of  the  increased  occurrence  of  negotiation  and 
because  the  authors  of  recent  literature  had  charged  that  negotiated 
funding  was  political,  increased  favoritism  in  funding  special  requests, 
and  resulted  in  unequal  funding  across  systems. 

The  first  variation,  unit-rate  formula  funding,  has  changed  very 
little  from  the  original  model  criteria.    The  unit  amount  in  some  states 
may  have  been  based  on  a  cost  study.    The  other  major  funding  category, 
formula  funding,  has  these  variations.    The  second  variation  included 
states  in  which  formula  and  grant  funding  were  combined.    In  these  states 
in  an  effort  to  offset  declining  enrollments,  fund  the  high  cost  programs 
account  for  economies  of  scale,  and  account  for  fixed  and  variable  costs, 
state  leaders  had  selected  to  provide  partial  funding  through  a  grant  to 
the  colleges  and  then  distribute  the  remainder  through  some  type  of 
formula.    This  may  be  a  holdover  of  the  concept  of  guaranteeing  a 
minimum  level  of  quality  support.    A  third  variation  under  formula 
funding  was  cost-based  formula  funding.    This  process  reflects  formula 
allocations  based  on  cost  studies.    Frequently  these  cost  studies 
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resulted  in  a  state  system  average  of  differential  funding  and  this  was 
applied  through  a  formula  to  the  college. 

In  summary,  there  were  six  major  variations.    Negotiation  funding 
methods  included  three  variations:    (a)  negotiation  cost-to-continue  plus 
funding,  (b)  negotiation  formula-plus  funding,  and  (c)  dual  system 
funding.    Formula  funding  methods  included  three  variations:    (a)  unit- 
rate  formula  funding,  (b)  grant-plus  formula  funding,  and  (c)  cost-based 
The  six  funding  categories  discussed  relative  to  this  question  are  shown 
in  Table  4-7. 
Question  3 

To  what  extent  did  the  variant  procedures  occur  in  three  or  more 
states? 

Since  in  1986,  there  was  no  state  in  which  funding  was  consistent 
with  the  original  model  criteria,  research  variations  were  analyzed 
for  commonalities  to  determine  an  emergent  pattern  of  funding  reflective 
of  the  1986  practices.    The  data  support  two  major  approaches  with  six 
combinations  of  methods  used  under  the  two  major  categories  of  (a) 
formula  funding  and  (b)  negotiation  funding.    Analysis  of  the  data 
confirmed  that  in  11  states  the  cost-to-continue-plus  negotiation 
method  was  used,  the  formula-plus  negotiation  method  was  used  in  4 
states,  the  dual-system  negotiation  methods  were  used  in  3  states,  the 
unit-rate  formula  method  was  used  in  7  states,  the  grant-plus  formula 
method  was  used  in  6  states,  and  in  10  states  the  cost-based  formula 
method  was  used. 
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Table  4-7 

Summary  Table  of  Funding  Methods  and  Variations 


Maori ■f"!  flf"!  r>n 
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Cost-to- 
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Formula  Plus 

Dual  System 

Unit-Rate 

Grant  Plus 

Cost  Based 
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Alabama 
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Wisconsin 

Florida 
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Kansas 

Illinois 
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Oregon 
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S.U.N.Y. 
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Nebraska 
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Rhode 
Island 

New 
Mexico 
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Utah 
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Iowa 
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Virginia 

Oklahoma 
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Therefore,  in  1986  there  were  six  major  funding  methods  reflecting 
statewide  funding  practices  in  the  United  States  for  public 
community/technical  colleges.    A  summary  of  the  six  funding  variations 
reflecting  the  respective  states  utilizing  each  is  shown  in  Table  4-7. 


CHAPTER  V 

DEVELOPMENT  AND  APPLICATION  OF  THE  1987 
STATEWIDE  EVALUATION  CRITERIA 

Introduction 

A  second  purpose  of  this  research  study  was  to  develop  1987 
Statewide  Evaluation  Criteria  to  reflect  current  issues  and 
concerns  relative  to  public  community  college  finance  procedures  and 
determine  the  extent  to  which  the  state  procedures  met  these  criteria. 

A  literature  review  was  conducted  to  determine  the  current  issues 
and  concerns  relative  to  financing  systems  of  public  higher  education 
and  specifically  public  community  colleges.    The  data  from  the 
literature  review  are  presented  in  Chapter  II.    From  the  literature 
review,  criteria  were  selected  which  represented  the  views  and  issues 
of  the  authors  in  the  review.    These  criteria  formed  the  basis  for  a 
questionnaire. 

A  panel  of  four  experts  widely  recognized  for  scholarship  in  the 
field  of  financing  community  colleges  were  selected.    The  questionnaire 
was  mailed  to  the  four  with  a  cover  letter  explaining  the  focus  of  the 
survey.    Appendix  C  contains  a  copy  of  the  evaluation  criteria  survey. 

Based  on  the  panel  responses,  the  1987  Statewide  Evaluation  Criteria 
were  derived.    Then,  using  the  criteria  and  the  data  described  in  the 
previous  chapter,  each  of  the  state  procedures  was  evaluated. 
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Responses  of  the  Expert  Panel 

The  purpose  of  the  checklist  was  (a)  to  confirm  the  extent  of 
continued  usefulness  of  past  criteria  used  to  evaluate/construct 
finance  plans  and  (b)  to  determine  whether  economic  conditions  have 
forced  the  deletion  or  addition  of  new  criteria  considerations.  The 
decision  rule  used  was  that  75%  of  the  panel  of  four  experts  had  to  rate 
a  criterion  at  either  the  "medium,"  "high,"  or  "essential"  consideration 
level  in  order  for  it  to  be  included  in  the  final  list.    The  discussion 
of  the  results  herein  is  by  criterion  as  listed  on  the  original  checklist 
submitted  to  the  panel.    Table  5-1  shows  the  criteria  rank  ordered  by 
number  of  responses  from  essential  to  nonessential. 
Criterion  1 

The  plan  should  recognize  the  state  as  responsible  for  developing 
a  plan  for  the  total  financial  support  of  public  community  colleges. 

The  panel  was  unanimous  in  rating  this  criterion  essential.  State 
legislators  should  be  responsible  for  developing  an  equitable  and  efficient 
mix  of  funding  support  for  all  community  colleges  in  the  system. 
Criterion  2 

The  state  should  provide  primary  support  with  supplements  from  (a) 
local  sources,  (b)  tuition  and  fees,  and  (c)  federal  sources  (excluding 
federal  scholarship  aid)  or  (d)  the  state  should  provide  total  support 
of  cost. 
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Analysis  of  the  data  indicates  that  there  was  support  (75%)  for 
the  total  costs  for  the  system  to  be  provided  by  the  state-level 
government.    The  response  by  frequency  cells  (Table  5-1)  were  one  each 
for  essential,  high,  medium  (75%)  and  one  for  not  essential  (Table  5-1, 
item  2d ) . 

Table  5-1 

Frequency  Distribution  of  Panel  Responses  for  Evaluation  Criteria 


Survey  Panel  Responses 

Question 

Number  Not  No 

Essential     High     Medium     Low     Essential  Response 


1 

2a 
b 
c 
d 

3a 
b 
c 

4 

5 
6 
7 
8 


4 
2 


1 

3 

1 
3 


3 
2 


1 
2 
1 

1 
1 
1 


2 
1 
2 


1 
2 
1 
1 


1 
2 


1 
1 
1 

1 

2 


9 

10 
11 
12 

13 
14 
15 
16 


2 
2 


3 
1 
1 
1 

1 
1 
2 
3 


1 
1 


1 
2 

1 

1 
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There  was  support  for  a  local  supplement.    The  local  supplement  had 
responses  for  essential  (50%)  and  for  medium  (25%)  (Table  5-1,  item  2a). 
Federal  supplements,  other  than  scholarship  aid,  received  75%  of  the 
ratings  (Table  5-1,  items  2c  and  2b)  as  did  tuition  and  fees  as  a 
supplement  as  did  tuition  and  fees  as  a  supplement  in  the  high  and 
medium  cells. 
Criterion  3 

Student  tuition  and  fees  should  be  kept  as  low  as  possible: 
(a)  no  higher  than  33%  of  total  operational  costs  per  college,  (b)  no 
upper  limit,  or  (c)  eliminate  fees  and  tuition. 

The  response  to  this  criterion  was  varied.    The  application  of 
the  decision  rule  of  a  75%  rating  level  of  medium  or  higher  resulted 
in  the  interpretation  that  the  panel  strongly  believed  that  student 
tuition  should  be  kept  as  low  as  possible  with  an  upper  limit  set  at 
no  higher  than  33%  of  operational  costs  per  college  (75%  rated  this  as 
essential)  (Table  5-1,  item  3a).    Efforts  should  be  made  to  eliminate 
fees  and  tuition  according  to  the  decision  rule  of  75%  (Table  5-1,  item 
3c).    However,  the  responses  were  one  per  cell  from  essential  to  low. 
Criterion  4 

The  plan  should  recognize  the  need  to  maintain  sensitivity  to 
local  needs  in  planning,  programming,  and  operation  of  each 
institution  by  elegating  both  the  responsibility  and  authority 
for  local  financial  operation  to  local  boards  of  trustees  without 
reference  to  the  source  of  funding. 
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Responses  to  this  item  were  either  essential  (75%)  or  high  (25%). 
Thus  the  panel  believed  that  the  local  boards  of  trustees  are  the  best 
judges  of  local  needs.    One  respondent  noted  that  budgets  should  be 
expanded  under  state  guidelines  by  local  boards.    Flexibility  of 
expending  funds  allows  for  the  uniqueness  of  each  service  district  to 
be  served  comprehensively. 
Criterion  5 

The  plan  should  provide  the  advantages  and  benefits  of  a  long- 
range,  coordinated  approach  to  education  at  the  state  level  by 
providing  for  a  statewide  coordinating  agency  that  has  only  one 
responsibility — to  provide  state-level  coordination  of  institutions. 

This  item  was  judged  essential  by  the  majority  (75%)  of  the 
panel  and  medium  by  the  other  (25%).    Long-range  coordinated  planning 
on  a  system-wide  basis  ensures  equitable  and  efficient  use  of  funds. 
Criterion  6 

The  above  statewide  coordinating  agency  may  report  to  another 
state  level  planning  agency  that  has  concerns  for  the  total  program  of 
higher  education.    Respondents  rated  this  high  (50%)  and  medium  (50%). 
Criterion  7 

The  plan  should  be  directly  related  to  program  cost  factors  and 
should  use  the  most  recent  data  available.    There  should  be  provisions  for 
fixed  costs  that  will  be  somewhat  different  for  each  institution  and  variable 
costs  related  to  factors  of  numbers,  institution  size,  and  similar  data. 
This  was  rated  essential  (75%)  and  high  (25%)  by  respondents. 
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Criterion  8 

The  plan  should  include  parameters  related  to  the  differentiation 
of  funding  for  each  institution.    These  parameters  should  include  at 
least  the  following:    (a)  number  of  students  enrolled,  (b) 
geographical  location  of  the  campus,  (c)  status  of  the  campus  or 
center,  (d)  cost  of  programs  or  courses,  and  (e)  cost  of  function. 

Rated  essential  (50%)  and  high  (50%),  this  criterion  is  closely 
related  to  criterion  seven.    However,  this  criterion  takes  into 
consideration  economies  of  scale  and  equitable  distribution  of 
funds  to  ensure  a  minimum  level  of  quality. 
Criterion  9 

The  plan  should  provide  the  state  coordinating  agency  with 
discretionary  authority  to  alleviate  emergency  situations  by 
(a)  establishing  a  contingency  fund  to  act  as  a  buffer  in  times  of 
fluctuating  enrollments  and  (b)  devising  a  policy  on  making  special 
grants  to  colleges  that  would  enable  an  institution  to  start  new 
programs,  to  develop  models  for  improving  college  management,  or  to 
carry  out  new  untried  or  experimental  or  innovative  programs. 
Respondents  rated  this  high  (75%)  and  medium  (25%). 
Criterion  10 

The  plan  should  provide  a  management  information  system  used  by 
all  institutions  and  should  establish  a  common  format  for 
accountability . 
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One  respondent  rated  this  criterion  as  low.    By  the  75%  decision 
rule,  however,  the  criterion  was  accepted;  it  was  ranked  essential 
(50%)  and  high  (25%).    One  respondent  noted  that  such  a  system  is 
essential  in  order  for  college  leaders  to  make  appropriate  decisions. 
Criterion  11 

The  plan  should  provide  incentives  that  reward  efficiency,  good 
management,  and  improved  service.    One  respondent  rated  this  not  an 
essential  criterion.    Others  rated  this  essential  (50%)  and  high  (25%). 
Criterion  12 

The  plan  should  establish  a  three-step  process  model  in 
allocating  funds  to  each  institution:    (a)  conduct  an  annual  cost 
analysis  of  expenditures  in  each  college  and  summarize  as  a  basis 
for  establishing  values  for  the  subsequent  year,  (b)  compute  the  total 
appropriate  request  and  forward  with  supporting  data  to  the 
legislature,  and  (c)  compute  for  each  college  the  allocation  of  funds 
for  that  institution. 

Two  respondents  (50%)  rated  this  not  essential.    Others  rated 
this  high  (25%)  and  medium  (25%).    By  the  decision  rule,  this  criterion 
was  not  confirmed. 
Criterion  13 

The  state  should  provide  full-cost  start-up  funds  for  high-tech 
courses  for  a  sufficient  time  to  allow  the  program  to  grow  and 
stabilize  without  reference  to  normal  funding  processes.  One 
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respondent  rated  this  not  essential.    Others  rated  this  essential, 
high,  or  medium  (one  per  cell). 
Criterion  14 

The  state  plan  should  provide  special  allocations  for  library 
and  media  support  services  to  ensure  adequate  support  for  high-tech 
courses  and  science  courses. 

This  was  rated  essential  or  high  by  50%  of  respondents  and  low  by 
50%  of  the  respondents.    Therefore,  this  criterion  was  not  confirmed. 
Criterion  15 

Special  allocations  should  be  made  to  assure  student  support 
services  for  weekend  programs  and  night  programs  while  students  are 
on  campus. 

This  was  rated  essential  (25%),  high  (50%),  and  not  essential 
(25%);  therefore,  the  criterion  was  accepted. 
Criterion  16 

If  states  mandate  special  programs  such  as  testing  for  entry, 
exit,  and  quality  achievement,  then  state  plans  should  allocate  funds 
to  cover  increased  personnel  and  M.I.S.  costs.    This  was  rated  essential 
(25%)  or  high  (75%)  by  the  respondents. 

The  1987  Criteria  and  Their  Application 

Based  on  the  data  analysis,  the  following  criteria  are 
appropriate  to  use  to  evaluate/construct  finance  plans. 
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1.  The  plan  should  recognize  the  state  leaders  as  responsible  for 
developing  a  plan  for  the  total  financial  support  of  public  community 
colleges. 

2.  The  state  lawmakers  should  provide  primary  support  for  community 
colleges  with  supplements  from  tuition  and  fees,  federal,  and  in  some 
cases,  local  sources. 

3.  Student  tuition  and  fees  should  be  kept  as  low  as  possible, 
not  to  exceed  33%  of  total  operational  costs. 

4.  The  need  to  maintain  sensitivity  to  local  needs  in  planning, 
programming,  and  operation  of  each  institution  should  be  recognized 
and  the  responsibility  and  authority  for  local  financial 
operation  should  be  delegated  to  local  boards  of  trustees  without 
reference  to  the  source  of  funding. 

5.  In  the  plan,  provision  should  be  made  for  the  advantages  and 
benefits  of  a  long-range,  coordinated  approach  to  education  at  the  state 
level  by  establishing  a  statewide  coordinating  agency  that  has  only  one 
responsibility — to  provide  state-level  coordination  of  institutions. 

6.  The  statewide  coordinating  agency  may  report  to  another  state- 
level  planning  agency  that  has  concerns  for  the  total  program  of 
higher  education. 

7.  Parameters  related  to  the  differentiation  of  funding  for  each 
institution  should  be  included  in  the  plan.    These  parameters 

should  include  at  least  the  following:    (a)  number  of  students 
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enrolled,  (b)  geographical  location  of  the  campus,  (c)  status  of  the 
campus  or  center,  (d)  cost  of  programs  or  courses,  and  (e)  cost  of 
function. 

8.  The  state  coordinating  agency  should  be  provided  with 
discretionary  authority  to  alleviate  emergency  situations  (a)  by 
establishing  a  contingency  fund  to  act  as  a  buffer  in  times  of 
fluctuating  enrollments  and  (b)  by  devising  a  policy  on  making  special 
grants  to  colleges  that  would  enable  an  institution  to  start  new 
programs,  to  develop  models  for  improving  college  management,  or  to 
carry  out  new,  untried,  or  experimental  or  innovative  programs. 

9.  A  management  information  system  should  be  provided  and  used 
by  all  institutions  and  should  establish  a  common  format  for 
accountability . 

10.  Incentives  that  reward  efficiency,  good  management,  and 
improved  service  should  be  provided  for  in  the  plan. 

11.  Full  cost  start-up  funds  for  high  tech  courses  should  be 
provided  by  the  state  for  a  sufficient  time  to  allow  the  program  to 
grow  and  stabilize  without  reference  to  normal  funding  processes. 

12.  Special  allocations  should  be  made  to  assure  student  support 
services  for  weekend  programs  and  night  programs  while  students  are  on 
campus . 

13.  If  state  laws  mandate  special  programs  such  as  testing  for  entry, 
exit,  and  quality  achievement,  then  state  plans  should  allocate  funds 

to  cover  increased  personnel  and  M.I.S.  costs. 
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These  criteria  were  used  to  evaluate  the  funding  procedures  of 
the  various  states.    Table  5-2  shows  the  states  and  the  extent  to 
which  they  met  the  evaluation  criteria.    A  rating  scale  was  established 
with  an  index  number  to  represent  the  extent  to  which  the  state 
funding  procedure  met  each  criterion.    These  ratings  are  based  on  analysis 
of  the  data  reported  in  the  previous  chapter  and  the  best  judgment  of  the 
researcher.    A  high  index  number  represents  a  high  level  of  agreement 
with  the  criterion. 

Question  5  was  posed  to  determine  to  what  extent  each  statewide 
funding  procedure  met  the  newly  developed  1987  Statewide  Evaluation 
Criteria.    Each  state  methodology  was  compared  to  the  13  criteria 
and  reported  with  an  index  measure  representing  the  extent  to  which 
each  state  methodology  met  the  new  1987  criteria. 

The  application  of  each  funding  procedure  according  to  the  newly 
developed  1987  Statewide  Evaluation  Criteria,  as  reflected  by  the  index 
measure,  shows  that  only  14  states  earned  an  index  over  20.  The 
highest  index  reflecting  strong  application  of  evaluation  criteria 
was  reported  by  the  respondent  from  Tennessee  (23),  followed  by 
Florida  (22),  New  Jersey  (22),  Ohio  (22),  Oklahoma  (22),  Texas  (22), 
and  Washington  (22).    The  lowest  indexes  were  reported  for  South 
Dakota  (0),  Vermont  (8),  and  New  Hampshire  (9).    As  many  state  finance 
policies  were  in  flux,  additional  refinement  of  these  policies  may 
result  in  increased  application  of  the  1987  Statewide  Evaluation 
Criteria. 
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Table  5-2 

Application  of  Evaluation  Criteria  to  State  Data 
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State         1      2      3     4      5      6      7     8      9    10    11    12    13  Index 
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Table  5-2— Continued 


Evaluation  Criteria 
State         1      2      3     4     5      6      7     8      9    10    11    12    13  Index 
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*This  is  a  revised  or  new  criterion  and  data  provided  by  the  state 
respondents  was  insufficient  to  permit  a  judgment. 
Continued  research  is  necessary. 

Note;  S  =  Strong  (3) 
M  =  Medium  (2) 
W  =  Weak  (1) 
0  =  No  applicability  (0) 


CHAPTER  VI 
SUMMARY,  CONCLUSIONS,  IMPLICATIONS, 
AND  RECOMMENDATIONS  FOR  FUTURE  RESEARCH 

This  chapter  contains  an  summary  of  the  research  study  including 
the  research  problem  and  research  design.    The  research  questions 
stated  in  Chapter  I  are  answered  and  the  conclusions  are  detailed. 
Implications  of  the  study  and  recommendations  for  future  research  are 
presented. 

Summary 

Need  for  the  Study 

The  difficult  task  of  developing  strategies  and  priorities  to 
fund  statewide  systems  of  community  colleges  was  a  serious  problem  in 
most  states.    The  problem  has  been  amplified  in  the  late  1970s  and 
1980s  because  of  "shifting  demographic  trends;  projected  decreases  in 
the  college  age  populations;  combination  of  inflation  and  recession, 
which  has  driven  college  costs  upward  and  strained  available  tax  and 
other  support  dollars"  (Shirley  &  Volkwein,  1980,  p.  81).  The 
combination  of  these  forces  has  caused  many  state  leaders  to  adjust 
and/or  make  major  changes  in  the  methods  used  to  allocate  funds  to 
community  colleges  within  the  statewide  system. 
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The  literature  relating  to  higher  education  finance  contains 
certain  principles,  criteria,  procedures,  and  theoretical  bases  that 
have  evolved  in  the  support  of  higher  education,  especially  in  the 
public  community  college  sector,  in  the  United  States.    These  bases 
are  evident  in  the  procedures  used  to  finance  higher  education. 
They  involve  the  tenets  of  equality  of  opportunity,  as  well  as  the 
goals  of  quality,  access,  and  diversity.    These  tenets  formed  the 
basis  for  developing  a  model  (Wattenbarger  &  Starnes,  1976)  that  was 
designed  to  describe  the  methodologies  used  in  various  states  to 
accomplish  state  higher  education  goals  by  placing  the  financing 
procedures  of  each  state  in  a  descriptive  category. 

This  research  focused  on  the  Wattenbarger  and  Starnes  Statewide 
Funding  Model  for  Community  Colleges  developed  in  1976.    The  authors 
surveyed  the  population  of  47  states  supporting  public  community 
colleges  and  concluded  that  procedures  used  to  fund  colleges  could  be 
categorized  into  a  four-part  model:    negotiated  funding,  unit  rate 
formula  funding,  minimum  foundation  funding,  and  cost-based  program 
funding. 

In  order  to  assess  the  extent  to  which  the  Wattenbarger  and 
Starnes  model  was  still  valid  and  the  extent  to  which  new  funding 
methods  were  being  used  to  resolve  the  problems  facing  statewide 
financing  of  community  colleges,  an  accurate  analysis  of  each  state's 
procedures  and  policies  was  necessary.    The  state  analyses  were  also 
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needed  to  identify  new  trends  and  form  a  base  for  revising  the  1976 
criteria  and  applying  these. 
Statement  of  the  Problem 

One  purpose  of  this  research  was  to  determine  the  extent  to  which 
the  Wattenbarger  and  Starnes  Statewide  Funding  Model  (1976)  could  be 
used  to  explain  the  funding  methodology  used  by  the  49  states 
supporting  public  community  college  systems  and  to  adjust  the  model 
to  explain  any  differences  that  existed  in  1986.    A  second  purpose  was 
to  develop  1987  Statewide  Evaluation  Criteria  to  reflect  current  issues 
and  concerns  relative  to  public  community  college  finance  procedures 
and  determine  the  extent  to  which  the  state  procedures  met  these 
criteria. 

The  Method  of  the  Study 

The  study  followed  procedures  outlined  in  this  section. 

1.  A  questionnaire  was  mailed  to  each  state  director  in  the 

49  states  with  community  colleges  requesting  funding  data,  procedures, 
and  practices  relative  to  the  methods  used  to  fund  community  college 
systems  in  that  state. 

2.  To  determine  the  extent  to  which  state  financing  procedures 
were  consistent  with  the  Statewide  Funding  Model,  the  collected  data 
were  analyzed  in  the  following  manner. 

a.    The  collected  data  for  each  state  were  measured 
against  the  original  criteria  of  the  Statewide  Funding 
Model  using  the  best  judgment  of  the  researcher  to 
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determine  whether  or  not  the  state  procedure  was 
consistent  with  one  of  the  four  methods  in  the  model. 
To  be  placed  within  one  of  the  frames  of  the  model,  the 
observed  state  funding  methods  had  to  meet  the  original 
model  criteria. 

b.    Frequency  counts  and  other  descriptive  statistics 
were  used  for  the  analysis  of  quantitative  data  as  one 
analytical  method  to  place  states  within  the  model. 
The  case  study  approach  was  used  with  the  discovery 
method  to  analyze  collected  qualitative  data  which  were 
used  in  conjunction  with  quantitative  data  to  place 
states  in  the  model.    The  use  of  both  quantitative  and 
qualitative  methodology  appropriate  to  triangulation 
increased  the  validity  of  placing  the  states  correctly 
by  providing  cross  checks  for  placement  (Patton,  1980). 
In  addition,  each  state  analysis  was  returned  to  the 
state  for  validation. 
3.    To  determine  which  procedures  or  practices  caused  a  state 
financing  procedure  to  be  inconsistent  with  one  of  the  four  frames  of 
the  Statewide  Funding  Model,  the  following  analysis  was  used  with  the 
collected  data. 

a.    A  list  was  compiled  of  the  procedures  or  practices 
which  caused  a  state  to  be  excluded  from  the  model  as 
measured  by  the  original  model  criteria. 
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b.    Descriptive  statistics  for  quantitative  data  and 
descriptive  narrative  for  qualitative  data  were  used  to 
identify  the  patterns  and  the  variant  procedures  for 
those  states  excluded. 
A.    A  frequency  of  three  states  with  similar  variations  was  the 
basis  set  for  an  adjustment  in  the  original  Statewide  Funding  Model. 
Using  the  best  judgment  of  the  researcher,  based  on  quantitative  and 
qualitative  data  collected  and  analyzed,  the  variant  procedures  which 
evolved  were  evaluated  for  similarities.    If  a  variation  was  used  by 
three  states,  it  was  considered  a  sufficient  enough  occurrence  to  note 
as  a  new  funding  approach. 

5.    To  develop  the  1986  evaluation  criteria  and  use  these  to 
evaluate  the  state  financing  procedures,  the  following  steps 
were  taken. 

a.  A  review  of  the  literature  was  conducted  to  determine 
criteria  relevant  to  the  purposes,  values,  goals,  and 
activities  of  the  community  colleges. 

b.  The  list  of  the  criteria  were  mailed  to  a  panel  of  four 
experts  in  higher  education  finance.    The  experts 
indicated  what  they  considered  to  be  the  most  important 
criteria  when  evaluating  a  statewide  funding  program. 
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c.    Frequency  data  for  each  criterion  were  obtained. 
Those  criteria  with  a  frequency  of  response  of  75% 
or  more  in  the  levels  of  essential,  high,  or 
medium  became  the  1987  Statewide  Evaluation  Criteria. 
6.    The  state  financing  procedures  were  evaluated  against  the 
1987  Statewide  Evaluation  Criteria  using  a  method  adopted  by  Martorana 
and  Wattenbarger  (1978)  in  developing  an  earlier  list  of  funding 
criteria.    On  each  criterion,  each  state  received  a  rating  strength  of 
strong,  moderate,  weak,  or  noapplicability  using  the  following  scale: 

Strong  =  3 

Moderate  =  2 

Weak  =  1 

No  Applicability  =  0 
A  numerical  index  for  each  state  was  developed  based  on  the  sum  of  the 
ratings  across  all  of  the  criteria.    Table  5-2  reflected  these  data. 

Conclusions 

The  following  conclusions  to  the  research  questions  posed  in 
Chapter  I  are  supported  by  the  data  analysis  presented  in  Chapters  IV 
and  V. 
Question  1 

Which  states,  according  to  1986  data,  are  consistent  with  one  of 
the  four  categories  of  the  Wattenbarger  and  Starnes  Statewide  Funding 
Model  (1976)? 
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None  of  the  state  financing  procedures  were  consistent  with 
the  original  funding  criteria  for  one  or  more  of  the  models.  The 
Wattenbarger  and  Starnes  Model  (1976)  is  no  longer  descriptive  of 
the  methods  used  in  the  various  states  to  finance  public  community 
colleges. 
Question  2 

For  the  state  procedures  not  consistent  with  the  Statewide 
Funding  Model,  which  funding  procedures  or  practices  differed  from 
model  criteria? 

The  data  confirmed  the  existence  of  new  procedures  not  included 
in  the  original  model.    The  new  procedures  are  cost-to-continue-plus 
negotiation,  formula  plus  negotiation,  negotiation-dual  system,  unit- 
rate  formula,  grant  plus  formula,  and  cost  based  plus  formula. 
Additionally,  the  data  also  confirmed  that  in  some  states  two  or  more 
methods  are  used  to  appropriate  and  allocate  funds. 
Question  3 

To  what  extent  did  the  variant  procedures  occur  in  three  or  more 
states? 

The  data  support  two  major  approaches  with  six  combinations  of 
methods  used  under  the  "umbrella"  of  the  two  approaches  (a)  formula 
funding  and  (b)  negotiation  funding.    Formula  types  of  finance 
patterns  include  three  funding  methods:    (a)  unit-rate  formula,  (b) 
formula-grant,  and  (c)  cost-based  formula.    The  negotiation  type  has 
three  funding  methods  which  include  a  negotiation  process  as  a  major 
part  of  the  finance  pattern.    Negotiation  consists  of  (a)  cost-to- 
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continue-plus,  (b)  formula-plus,  and  (c)  dual  system-appropriation/ 

allocation. 

Question  4 

Which  evaluation  criteria  are  most  frequently  advocated  for 
states  to  use  to  evaluate  statewide  funding  procedures  that  will 
ensure  equitable  and  efficient  funding  as  reflected  in  the 
literature  from  1975  to  1986  and  by  expert  opinion  in  the  field  of 
higher  education  finance? 

State  lawmakers  should  be  responsible  for  developing  a 
plan  for  the  total  financial  support  of  public  community  colleges. 
The  plan  should  be  directly  related  to  program  cost  factors  and 
should  use  the  most  recent  data  available.    A  statewide  coordinating 
agency  is  considered  essential  to  ensure  equitable  and  efficient  use 
of  funds  on  a  system-wide  basis.      Student  tuition  and  fees  should  be 
no  higher  than  33%  of  total  operational  costs  per  college. 
Question  5 

To  what  extent  does  each  statewide  funding  procedure  meet  the 
newly  developed  1987  Statewide  Evaluation  Criteria? 

A  comparison  of  each  state  funding  methodology  to  the  13  criteria 
revealed  that  less  than  one-third  of  the  states  reflected  considerable 
application  of  the  1987  Statewide  Evaluation  Criteria. 

Implications 

State  leaders  no  longer  fund  statewide  systems  with  a  single 
funding  method.    Mechanisms  are  much  more  complex.    In  many  states, 
a  combination  of  at  least  two  processes  was  in  use.    The  use  of 
formulae  to  provide  an  equitable  distribution  of  funds  is  no  longer 
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considered  to  be  the  only  way  to  equalize  funds  to  provide  a  minimum 
of  quality  educational  opportunity  across  the  statewide  system.  A 
high  proportion  of  high-technology  high-cost  programs  has  often 
resulted  in  fixed  and  variable  funding  by  program  type.  Another 
combination  of  methods  in  some  systems  is  that  of  allocating  a  minimum 
grant  to  all  colleges  and  funding  above  the  grant  through  the  use  of 
formulae  based  on  variable  funding  per  program  FTE,  a  flat  FTE  amount, 
or  a  percentage  of  expenditures. 

Negotiation,  defined  as  a  process  of  determining  a  portion  of  a 
college's  unique  needs  through  cooperative  consensus  directly  with  the 
legislature,  state  board  of  community  colleges,  or  other  designated 
entity,  is  widely  used  in  conjunction  with  other  methods,  including 
formula. 

This  trend  toward  using  a  combination  of  funding  processes  is  the 
apparent  result  of  attempts  to  meet  uncontrollable  economic 
fluctuations  in  the  environment  that  develop  from  both  political  and 
inflationary  sources.    It  is  likely  that  this  trend  will  continue  as 
attempts  are  made  to  meet  the  declining  population  of  students  in  some 
states  just  as  the  population  flight  to  other  areas  is  causing 
increased  growth  within  state  systems  where  there  had  been  an 
expectation  of  a  future  decline.    Efforts  to  meet  the  immediate  crisis 
or  to  project  plans  to  stabilize  system  funding  amounts  have  resulted 
in  complex  mixtures  of  problems  in  funding  mechanisms  which  are 
difficult  to  abandon  or  modify.    States  where  leaders  have  developed 
effective  strategic  long-range  plans  will  suffer  a  transition  period 
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which  might  require  a  proportionately  "higher  slice  of  the  pie  of 
public  monies"  available  to  distribute  across  all  sectors  of  public 
programs. 

The  demand  for  high-tech,  high-cost  programs  continues 
unfulfilled  because  funds  are  not  available  to  support  them.  The 
United  States  is  in  a  transition  stage  involving  the  use  of  highly 
technological  equipment  in  manufacturing  as  well  as  in  the  more  common 
service  industries.    Training  the  first  line  workforce  for  technical 
jobs  has  been  a  traditional  responsibility  for  two-year  institutions. 
State  and  federal  funds  should  be  allocated  to  supply  adequately  the 
equipment,  consumable  supply  requirements,  and  faculty  necessary  to 
provide  quality  training. 

The  results  of  this  research  indicate  the  student  share  of  costs 
is  rising.    State  leaders  should  ensure  that  each  student  who  is 
capable  and  desires  occupational  or  bachelor  degree  training  can 
obtain  it  from  local  community  college  systems.    Embedded  in  the 
community  college  philosophy  is  providing  equal  educational 
opportunity  to  those  who  cannot  afford  high-cost  educational 
institutions.    The  hidden  costs  of  education  and  the  theory  of 
foregone  earnings  both  need  to  be  reevaluated  for  this  population  to 
ensure  tuition  is  not  out-pacing  the  ability  of  the  low  income 
population  to  pay  for  education. 
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Negotiation  processes  to  determine  adequate  levels  of 
funding  for  a  specific  college  may  be  an  adequate  method  to 
allocate  special  funds  for  high-cost  technical  equipment  within 
specified  high  demand  college  districts.    The  responsibility  for 
continuation  of  programs  after  start-up  is  critical.    Joint  business 
ventures  should  not  be  relied  upon  to  provide  major  portions  of 
continuation  funds. 

Community  college  systems  are  no  longer  financed  according  to 
public  secondary  school  models.    Finance  processes  are  now  more 
similar  to  methods  used  to  support  other  higher  education 
institutions.    However,  community  college  processes  are  moving  toward 
a  unique  funding  methodology  separate  from  either  four-year 
universities  or  secondary  schools.    Increasingly,  lawmakers  address 
community  college  funding  needs  separately  from  other  public  education 
needs.    These  unique  finance  structures  may  provide  the  impetus  for 
state  leaders  to  fulfill  the  mission  of  the  comprehensive  community 
college. 

The  use  of  cost  data  to  determine  the  amounts  to  be  funded  is 
increasing.    The  data  may  be  used  as  a  basis  to  fund  directly  through 
a  percentage  applied  to  the  base  data  or  used  as  support  data  along 
with  another  method  to  determine  adequate  funding  levels.    Either  way, 
public  demands  for  accountability  have  caused  the  scrutiny  and  use  of 
cost  data  to  be  an  underlying  consideration  in  funding  processes. 
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Recommendations  for  Future  Study 
Future  study  should  be  directed  toward  a  more  comprehensive 
analysis  of  each  of  the  funding  patterns  in  this  research  model  which 
is  supported  by  the  available  data  analysis.    A  clearer  picture  and 
refinement  of  the  dynamics  and  interaction  in  this  model  are 
necessary . 

Finance  policy  studies  should  be  conducted  to  clarify  the  trends 
toward  increased  negotiation  approaches  to  financing  systems.  Policy 
studies  might  be  used  to  clarify  a  newly  emerging  attitude  toward 
negotiation  as  a  positive  rather  than  as  a  negative  process. 

State  systems  where  there  is  heavy  reliance  on  negotiation 
processes  should  be  studied  to  determine  if  funds  are  distributed  and 
allocated  equitably  and  efficiently  across  the  system. 

State-level  strategic  plans  for  financing  community  colleges 
should  be  examined  to  determine  if  there  is  a  relationship  between 
certain  plan  approaches  and  effective,  efficient  implementation  of 
funding  practices. 

Factors  need  to  be  defined  for  those  evaluation  criteria 
reported  in  Chapter  V  which  are  not  yet  measurable  in  form  for  use  in 
the  evaluation  process. 

Finally,  the  model  proposed  in  this  research  needs  continued 
study.    The  dynamics  as  well  as  the  political  implications  of  the 
increased  use  of  negotiation  as  a  predominant  method  need  to  be 
explored  and  further  delineated. 
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APPENDIX  A 
QUESTIONNAIRE 


RETURN  TO:     James  L.  Wattenbarger ,  Director 
Institute  of  Higher  Education 
College  of  Education 
University  of  Florida 
Gainesville,  Florida  32611 

COMMUNITY  COLLEGE  FINANCIAL  SURVEY  -  FISCAL  TEAR  1986 

Institute  of  Higher  Education 
The  University  of  Florida 
Gainesville,   Florida  32611 

In  Cooperation  With  the 
Nntionnl  Council   of  State  Directors  of  Community/Junior  Collegea 

n  n  (I  the 

Notional  Association  of  College  and  University  Bualneaa  Office* 


Name  of  Slate 

I'erson  Completing  Survey:  

Telcpliono  No.:  J[  i.   

I  .     (Jcnern  I  Finances 

n.     Hove  there  been  changes  in  any  of  the  methods  of  financial 
support   for  coramunity  collegea  in  your  state  since  fiscal 
year  1984? 

Changes 

State  Support:  l£»  ILS 

General   purpose  grants/appropriations     

Restricted  purpose  grants/appropriations     

Funding   formulas  — 

Loral  Support:  — . 
Tax  rates  — — 
Tuition  and  fees 

Other  (Please  Specify) 


h.     What  are  the  nourccs  of  your  state  appropriation  funding? 


Sales  Tax   t 

Income  Tax  X 

Property  Tax  X 

Excise  Taxes   X 

Lottery  Revenue   X 

General   Revenue   X 


Other  (Please  Specify) 
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Do  yoii  anticipate  changes  in  funding  methods  within  the  next 
fiscal  year?     (if  so,   please  attach  a  description.) 

Changes 

State  Support:                                                                      ISl  112. 

General  purpose  grants/appropriations  — _ 

Restricted  purpose  grants/appropriations   

Funding  formulas 

Local  Support: 

Tax  rates     

Tuition  and  fees   

Other  (Please  Specify) 


d.  Please  enclose  an  explanation  of  how  funds  are  currently  being 
allocated  to  institutions  as  well  as  a  brief  description  of 
how  the  total  state  appropriation  is  determined  by  the  legis- 
lature. 

e.  If  funds  to  Individual  colleges  are  apportioned  by  procedures 
of  the  state  agency  (as  different  from  state  law),  please 
enclose  an  explanation. 

II.   For  the  1985-1986  Academic  Year: 

a.     What   is  the  average  expenditure,   in  terms  of  operating  costs, 
reported  per  student?     (This  should  Include  expenditures  for 
all  students  in  credit  programs.) 

Ilendcount  Expenditure     $   FTE  Expenditure  $  


What  is  the  total  number  of  students  on  which  above  expendi- 
ture is  based: 

Unduplicated  Ileadcount 

Full-Time    Part-Time    FTE   


What  is  the  source  breakdown  by  approximate  percentage  of 

current  unrestricted  and  general  operating  funds  for  community 

colleges? 

Federal  ^ 

State   ^ 

Local   ^ 

Student  Tuition  *  Fees   Z 

Other  (Please  Specify) 


Total  Amount  of  Funds  $ 
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HI.   Student  Tuition  and  Fees 


IV, 


VT  , 


a.     What  has  been  the  percentage  increase/decreaoe  in  total 
student  tuition  and  fees  since  fiscal  year  19837 


In- 

District  Students: 

FY 

1985  - 

FY 

1983 

In- 

State  Students: 

FY 

1985  - 

FY 

1983 

Out 

-of-State  Students: 

FY 

1985  - 

X  Increase  OR 
Z  Increase  OR 
Z  Increase  OR 


_X  decrease 
_Z  decrease 
Z  decrease 


FY  1983 


b.     State  funds  are  provided   to  support:   (If  "Mo"  is  checked, 
please  describe  how  that  particular  category  of  students  Is 

financed  .  ) 

Yes  No 

State  Residents     

Non-State  Residents     


Non-Credit  Courses: 

How  are  courses  funded? 

1.  Noncredit  Certificate 
Areas 

2.  Noncredit  Community 
Lifelong  Learning 

3.  Recreation/Leisure 


Percent     Percent  Percent 
State        Local  Student 
Support     Support  Support 


Percent 
Total 

100.00 
100.00 
100.00 


Are  program  costs  analyzed  and  used  in  allocating  funda  to  each 

institution?   Yes   No 

(Please  attach  a  description  of  how  this  is  applied  to  your 
particular  system.) 

Of  total  state  funds,   what  percent  are  categorical  or  of  limited 


use  .' 
a  . 


Z  categorical  or  limited  use. 


b.     What  areas  are  largely  categoricaly  supported? 


VII.   Does  your  state  have  any  mandated  activities  (i.e.,  reatrlcted 

class  size  for  some  courses  or  assessment  tests  In  order  to  enter 

an  upper-division  course). 

a.    Yes    No 
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b.     If  Yes: 

State  provides  categorical  funds  to  support  these  mandated 

activities.    Yes    No 


State  provides  csitegorical  support  for  what  percentage  of 
total  activities?   X 

Please  describe  these  mandated  activitiea? 

VTII.  Mas  your  state  developed,  or  is  it  in  the  process  of  developing, 
support  on  bases  other  than  FTE  enrollment  or  other  student 
enrollment-driven  formulas?    Yes    No 

If  yes,   plensc  attach  a  description. 

IX.  Please  indicate  a  percentage  change  in  funds  available  to 
community  colleges  for  student  financial  aid  aince  fiscal 
year  1983.     (Approximations  will  be  satisfactory.) 

 %  Change  in  Federal  Funds   X  Change  in  Institutional  Funds 

 Z  Change  in  State  Funds 

 Z  Change  in  Private  Foundation  Funds 

X.     Is  your  state  making  any   financial  provisions  for  colleges  that 
experience  enrollment  declines?     If  so,   pleaae  briefly  describe. 


XI.     What  arc  the  current  critical  problem  areas  in  financing 
community  colleges  in  your  state? 


XII.  Does  your  state  take  into  account  the  following  list  of  commun- 
ity college  purposes  when  allocating/planning  funding  policiea? 

Yea  No 

Parollel/Trnnsfer  Programs     

Vocational  Training     

Increase  Accesss  to  Non-Traditional  Student   

(i.e.,    less  prepared,    part-time,  very 

poor ,  older) 

Support  for  Community  Service  Programs     

XIII.  Sources  of  Funds  for  Capitol  Outlay  are: 

Locnl  Taxes/Bonds  $ 

State  Taxes/Bonds  $  

Other  (please  Specify) 

  $  

  $  


Total  amount  for   1905-86  mades  available: 


APPENDIX  B 
DATA  SUMMARY  TABLES 


Table  B-1 

Changes  in  Methods  of  Financial  Support  from 


1983  through  1985  Reported  by  State  Respondents 


State  

Alabama 
Alaska  (1) 
Arizona  (2) 
Arkansas  (3) 
California  (3) 
Colorado 
Connecticut 
Delaware  (3) 
Florida 
Georgia  (3) 
Hawaii  (1) 
Idaho 
Illinois 
Indiana  (3) 
Iowa 
Kansas 
Kentucky 
Louisiana  (3) 
Maine  (1) 
Maryland 


State  Support 
General     Restricted  Funding 
Purpose     Purpose  Formula 
Funds  Funds 


X 
X 


X 


X 


X 


X 


X 
X 


X 
X 
X 


Local  Support 
Tax  Tuition 

and 
 Fees 

X 


X  X 
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Table  B-1— Continued 


State 


State  Support 
General     Restricted  Funding 
Purpose     Purpose  Formula 
Funds  Funds 


Local  Support 
Tax  Tuition 
and 
Fees 


Massachusetts  (1) 
Michigan  (3) 
Minnesota 

Mississippi  (3) 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire  (1) 
New  Jersey 
New  Mexico  (2) 
New  York 
North  Carolina 
North  Dakota  (1) 
Ohio  (3) 
Oklahoma  (2) 
Oregon  (2) 
Pennsylvania 
Rhode  Island  (1) 
South  Carolina  (3) 


X 


X 


X 
X 
X 


(tuition  set  at 
33%  of  instruc- 
tional costs) 


X  X 
X 

X  X 


X 
X 
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Table  B-1 — Continued 


State 


State  Support 
General     Restricted  Funding 
Purpose     Purpose  Formula 
Funds  Funds 


Local  Support 
Tax  Tuition 
and 
Fees 


South  Dakota  (4) 
Tennessee  (3) 
Texas  (3) 
Utah 

Vermont  (1) 
Virginia 

Washington  (3) 
West  Virginia  (3) 
Wisconsin 
Wyoming 


X  X 
(Revised  the  general  fund  to  tuition  ratio  to 
finance  lower  tuition  rates) 


X 


(to  statewide 
uniform  rate) 


Frequency  7               6                      15                     4  12 

Percent  of  39 
states  reporting 

data  17.9            12.8                  38.4               10.2  30.7 


(1)  Did  not  participate  in  survey 

(2)  No  data  reported 

(3)  No  changes  in  methods 

(4)  No  community  college  system 

Note  1.    Four  participating  states  reported  no  data  for  this  item. 
Missing  data  not  counted. 


Note  2.    Percentages  by  category  will  not  add  to  100  across 
categories. 
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Table  B-2 


Anticipated  Changes  in  Funding  in  the  Next  Fiscal 
Year  of  1987-88  Reported  by  State  Respondents 


State 


General  Restricted  Funding 
Purpose  Purpose  Formula 
Funds  Funds 


State  Support 


Local  Support 
Tax  Tuition 
and 
Fees 


Alabama  (3) 


Alaska  (1) 


Arizona  (2) 


Arkansas  (3) 


California  (3) 


(Changes  vdll  occur  in  FY  1988-89) 


Colorado 


X 


Connecticut 


X 


Delaware  (3) 
Florida  (3) 
Georgia  (3) 
Hawaii  (1) 
Idaho  (3) 

Illinois  X  X 

Indiana  (3) 

Iowa  (3) 

Kansas  (3) 

Kentucky  (3) 

Louisiana  (3) 

Maine  (2) 

Maryland  (3) 
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Table  B-2 — Continued 


State  Support                          Local  Support 
General     Restricted     Funding             Tax  Tuition 
Purpose     Purpose          Formula  and 
State  Funds  Funds  Fees 

Massachusetts  (2) 

Michigan  (3) 

Minnesota  (3) 

Mississippi  (3) 

Missouri  (3) 

Montana  (3) 

Nebraska  X  XX 

Nevada  (3) 

New  Hampshire  (2) 

New  Jersey  (3) 

New  Mexico  (2) 

New  York  SUNY  XX  X  X 

North  Carolina  X  X 

North  Dakota  (2) 

Ohio  (3) 

Oklahoma  (2) 

Oregon  (2) 

Pennsylvania  (3) 

Rhode  Island  (3) 

South  Carolina  (3) 

South  Dakota 
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Table  B-2 — Continued 


State 


State  Support 
General     Restricted  Funding 
Purpose      Purpose  Formula 
Funds  Funds 


Local  Support 
Tax  Tuition 
and 
Fees 


Texas  (3) 
Utah 

Vermont  (2) 
Virginia 
Washington  (3) 
West  Virginia  (3) 
Wisconsin  (3) 
Wyoming  (3) 


X 


Frequency  2  3  3  3  3 

Percentage  of  37 

responding  states       5.4  8.1  8.1  8.1  8.1 


(1)  Did  not  participate  in  survey 

(2)  No  data  reported  for  item 

(3)  No  changes  anticipated 

(4)  No  community  college  system 

Note  1.  Ten  participating  states  report  no  data. 
Note  2.    Missing  data  not  calculated  data. 


194 


Table  B-3 

Percent  of  Total  State  Funds  Which  are  Categorical 
or  Limited  Use 


State 


Percent 
Categorical 


Categorically  Supported  Programs 


Alabama  0 
Alaska  (1) 
Arizona  (2) 
Arkansas  1 

California  6.41 

Colorado  0 
Connecticut  100 

Delaware  (2) 
Florida  2 

Georgia  0 
Hawaii  (1) 

Idaho  .  0 
Illinois  7,2 

Indiana  0 
Iowa  (2) 

Kansas  98 
Kentucky 


economic  development  funds  restricted  to 
operating  or  capital  funds 

educational  opportunity  programs  and 
services;  English  as  second  language; 
handicapped;  firefighter  apprenticeship,  etc. 


salaries,  operating  expense,  equipment,  fixed 
charges 


2%  of  previous  year's  appropriation  must  be 
used  for  staff  and  program  development 


disadvantaged  student  programs;  economic 
development;  advanced  technology  equipment 


no  clarification 
.1       minority  scholarships;  archival  projects 
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Table  B-3 — Continued 


Percent 


State 

Categorical                  Categorically  Supported  Programs 

Louisiana 

0 

Maine  (2^ 

MfiTvl  and 

0 

(2) 

Mi  rhi  tJan 

3 

job  training  and  retraining 

Minnesota  (2) 

Mississippi 

14 

A.S.  degree  nursing;  vocational  education 

Missouri 

0 

Montana 

100 

no  clarification 

Nebraska 

0 

Nevada 

0 

New  Hampshire 

(2) 

New  Jersey 

8 

1  duCUXclX  r      L.CLpiiilX(.ClX  J     dXXXcu  liCClXLll 

New  Mexico 

0 

New  York  SUNY 

40 

^1  CUX  U    cUlU                   CUX  L     ^IIU    CXdl  XXXCdLXUn  J 

North  Carolina 

12 

varied  programs  in  transfer  programs;  new 
industry;  human  resource  development 

North  Dakota  (2) 

Ohio 

2.98 

Oklahoma  (2) 

Oregon  (2) 

Pennsylvania 

0 

Rhode  Island 

0 
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Table  B-3— Continued 


Percent 

State  Categorical  Categorically  Supported  Programs 


1  n  AQ 

recurring  appropriations 

South  Dakota  (3) 

Tennessee 

0 

Texas 

lUU 

all  limited  use 

Utah 

.76 

student  aid 

Vermont  (2) 

Virginia 

0 

Washington 

3 

equipment 

West  Virginia 

0 

Wisconsin 

10 

displaced  homemaker;  fire  service  instructor; 
driver's  ed. 

Wyoming 

0 

(1)  Did  not  participate  in  survey 

(2)  No  data  reported 

(3)  No  community  college  system 
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Table  B-4 

State  Reported  Sources  of  Funds  for  Capital  Outlay  for  1985-86 


Total  Amount         Local  State 
State  Available         Taxes/Bonds    Taxes/Bonds  Other 
 (in  dollars)    (in  dollars)    (in  dollars)    (in  dollars) 


Alabama 

26,000,000 

Alaska  (2) 

Arizona  (1) 

Arkansas 

4,674,714 

4,674,714 

California 

50,713,500 

13,750,400  36,963,100 

Colorado 

1,837,514 

1,837,514 

Connecticut 

1,982,428 

1,982,428 

Delaware 

3,525,000 

3,525,000 

Florida 

42,719,000 

Georgia 

2,978,819 

2,978,819 

Hawaii 

Idaho  (1) 

Illinois 

94,488,710 

53,459,060  41,029,650 

Indiana 

4,106,166 

4,106,166 

Iowa 

14,444,734 

14,444,734 

Kansas 

5,653,843 

5,653,843 

Kentucky 

3,630,700 

2,425,000 

1,205,000 

Louisiana 

150,000,000 
(50%  actually  funded) 

Maine 

Maryland  (1) 
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Table  B-4— Continued 


State 

Total  Amount 
Available 
(in  dollars) 

Local 
Taxes/Bonds 
(in  dollars) 

State 
Taxes/Bonds 
(in  dollars) 

Other 
(in  dollars) 

Massachusetts 

Michigan 

Minnesota 

5,330,000 

5,330,000 

Mississippi 

12,200,000 

10,900,000 

1,200,000 
federal  voc.  ed 
100,000 
tuition  fund 

Missouri  (1) 

Montana 

0 

Nebraska 

4,332,508 

4,332,508 

Nevada 

7,759,000 

7,759,000 

New  Hampshire 

New  Jersey 

10,688,700 

5,344,350 

5,344,350 

New  Mexico 

ll,857(est) 

5,000(est) 

6,857(est) 

New  York  SUNY 

300,000 

150,000 

150,000 

Nm"t*h  f^^TTiTinci 

43,047,389 

21,672,889 

21,374,500 

North  Dakota 

Ohio 

30,878,000  biennial  appropriation 

Oklahoma  (1) 

Oregon  (1) 

Pennsylvania 

49,725,302 

24,862,651 

24,862,651 

Rhode  Island 

880,100 

880,100 

general  fund 
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Table  B-4— Continued 


Total  Amount         Local  State 
State  Available       Taxes/Bonds     Taxes/Bonds  Other 
 (in  dollars)    (in  dollars)  (in  dollars)      (in  dollars) 

South  Carolina       8,595,505  8,595,505 

South  Dakota  (3) 

Tennessee  16,887,000  16,887.000 

Texas  (1) 

Utah  4,473,000  4,473,000 

Vermont 

Virginia  15,318,875  11,888,075  3,430,800 

local 

Washington  68,844,000  68,844,000 

West  Virginia        6,282,000  6,282,000 

fees  &  bonds 

Wisconsin  62,818,900       55,795,800  6,673,100  350,000 

fed  V.E.A. 

Wyoming  1,334,951 

mineral  services 


(1)  Data  not  reported 

(2)  Did  not  participate 

(3)  No  community  college  system 
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Table  B-5 

Sources  of  Funding  for  Noncredit  Courses  by  Percentage 


Noncredit  Certificate  Lifelong  Learning  Recreation/Leisure 

%OTOT                                 CTOTOT  OTOTOT 

/o                  /o                    /o               /o                  /o  /o  /o  /o 

State       State  Local  Student  State  Local  Student  State  Local  Student 


Alabama 
Alaska(2) 
Arizona(l) 
Arkansas 

California    65  35 
Colorado 
Connecticut 
Delaware  10 


100 


100 


100 
0 
100 
100 
90 
11.7 
100 


10 


10 

7A.8 


100 

90 
100 
100 

90 

25.2 

100 


Florida        88.3  0 
Georgia 
Hawaii(2) 
Idaho(l) 

Illinois  *  *  :«c  « 

♦varies  by  institution  for  local  and  student 

Indiana        64     <1         36  64       <1  36 

Iowa  *  * 

♦both  receive  state  support  but  no  %  reported 


Kansas 

Kentucky 

Louisiana 


25 


100 


75 
100 
100 


100 


100 
95 

100 

100 
100 


64       <1  36 


20  80 
100 
100 
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Table  B-5— Continued 


Noncredit  Certificate Lifelong  Learning Recreation/Leisure 

/o  /o  /o^^  /o  /o  /o 

State       State  Local  Student    State  Local  Student    State  Local  Student 


Maine(l)       33.3  33.3  33.3 

Massachusetts( 1 ) 

Michigan  100 

Minnesota     50  50 

Mississippi  100 

Missouri       39.8  28.7  20.5 

Montana         49  51 

Nebraska  100 

Nevada  100 

New  Hampshire(l) 

New  Jersey  * 
*max.  amount  set  by  state 
**varies  by  institution 

New  Mexico 

varies  by  institution 
New  York  SUNY 


North 

Carolina  90 
North  Dakota(l) 
Ohio 

Oklahoma(l) 

Oregon(l) 

Pennsylvania(l) 


10 


100 


33.3    33.3  33.3 

100 

50  50 

100 

100 
100 
100 


100 


100 


100 


100 
100 


100 
100 
100 

** 


100 
100 

100 
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Table  B-5— Continued 

Noncredit  Certificate    Lifelong  LearninR  Recreation/Leisure 

070707  OTOTOT 


State       State  Local  Student    State  Local  Student    State  Local  Student 


Rhode  Island 

100 

100 

South 
Carolina 

100 

100 

South  Dakota(3) 

Tennessee 

100 

100 

100 

Texas 

71 

17 

12 

100 

100 

Utah 

60 

40 

100 

100 

Vermont (1) 

Virginia 

100 

100 

100 

Washington 

100 

100 

100 

West 
Virginia 

100 

100 

100 

Wisconsin 

24 

61 

15 

85 

15 

85 

15 

Wyoming  50 
*50%  combination 

« 

of 

* 

these  two 

100 

100 

Frequency 

14 

9 

29 

6 

8 

31 

1  6 

29 

Percentage 
of  36 
states 
reporting 

38.8 

25 

80.5 

16.6 

22.2 

86.1 

2.7  16.6 

80.5 

(1)  data  not  reported 

(2)  did  not  participate 

(3)  no  community  college  system 
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Table  B-6 

Percent  of  Increase/Decrease  in  Total  Tuition/Fees  From 
Fiscal  Year  1983  to  1985  by  State 


In-District    In-State    Out-of -State  State  Support 

%%%%%%  Resident  Nonresident 

State  t        ^  t  f        ^        Yes     No       Yes  No 

Alabama  1  12          X  X 

Alaska(2) 

Arizona(l) 

Arkansas         10.2  9.8  21.0                X  X 
Calif ornia(l) 

Colorado  13.4  9.8                 X  X 

Connecticut  29.0  19.4                X  X 

Delaware  12  12                    X  X 

Florida  9.27  13.74               X  X 

Georgia  31.9  32.2                X  X 
Hawaii(2) 
Idaho(l) 

Illinois         22.8  17.8  10.7                X  X 

Indiana  13  13                    X  X 

Iowa  27  31                    X  X 

Kansas            20  20  26                   X  X 

Kentucky  25.6  25.6                X  X 

Louisiana       16.9  XX 
Maine(l) 
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Table  B-6— Continued 


In-District    In-State    Out-of -State  State  Support 

%         %  %       %         %         %         Resident  Nonresident 


State 

t  4 

t  4^ 

Yes  No 

Yes 

No 

Maryland 

15.9 

16.8 

16.5 

X 

X 

Massachusetts ( 1 ) 

Michigan 

10 

10 

10 

X 

X 

Minnesota 

34.2 

34.2 

X 

X 

Mississippi 

17.5 

17 

5.4 

X 

X 

Missouri(l) 

Montana 

12 

14 

5 

X 

X 

Nebraska 

Total  increase  19.25 

Nevada 

X 

X 

New  Hampshire(l) 

New  Jersey 

Varies  systemwide,  state  maximum  is 

20 

New  Mexico 

New  York 

SUNY 

3.5 

6.9 

X 

X 

North 

Carolina(l) 

X 

X 

North 
Dakota(l) 

Ohio 

6.69 

6.69 

34.57 

X 

X 

Oklahoma(l) 

Oregon(l) 

Pennsylvania  11.1 

X 

X 
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Table  B-6 — Continued 


State 

In-District 
%  % 

In-State 
%  % 

Out-of - 
% 

-State 

% 

State  Support 
Resident  Nonresident 
Yes     No       Yes  No 

Rhode  Island 

11 

X 

South  Carolina 
(1986)  14.8 

17.9 

14.1 

X 

X 

South  Dakota(3) 

Tennessee 

10 

10 

10 

X 

X 

Texas 

varies  by  institution, 

system 

increase  13.04 

Utah  (h) 

11 

11 

X 

X 

Vermont (1) 

Virginia 

33 

33 

X 

X 

Washington 

34.6 

34.6 

35.2 

X 

X 

West 

Virginia 

18 

18 

12 

X 

X 

Wisconsin 

23 

X 

X 

Wyoming 

5.5 

5.5 

X 

X 

Frequency 

17 

0 

31 

0 

26 

1 

33  0 

26  7 

Percentage 
of  33 
reporting 
states 

51.5 

0 

93.9 

0 

78.7 

3 

100  0 

78.7  21.2 

(1)  no  data  reported 

(2)  did  not  participate 

(3)  no  community  college  system 

(4)  does  not  include  a  one-time  surcharge  in  1985-86  of  2% 


206 


Table  B-7 

Percent  Change  in  Funds  Available  for  Financial  Aid  from 
Fiscal  Year  1983  to  1985 


State 

% 

% 

% 
t 

Alabama 

Alaska(2) 

Arizona 

Arkansas 

1.3 

157 

California(l) 

Colorado 

37.2 

13.7 

Connecticut 

-3.7 

51.5 

Delaware 

27 

25 

Florida(l) 

Georgia 

10 

10 

Hawaii 

Idaho(l) 

Illinois 

20 

Indiana 

18 

Iowa 

Kansas(l) 

Kentucky 

20 

10 

Louisiana(l) 

Maine 

Private  Institutional 
Federal            State          Foundation  Funds 

%OT  OT 
/o  /o  /o  /o 


30  55 


65 
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Table  B-7 — continued 


Private  Institutional 
Federal  State  Foundation  Funds 

/o  /o  fo  /o  /o  /o  /o 

State  ^        ^  ^        4*  ^   ^  ^ 

Maryland  10.35  7.64  7.47  51.85 

Massachusetts 

Michigan 

Minnesota(l) 

Mississippi(l) 

Missouri(l) 

Montana(l) 

Nebraska(l) 

Nevada  5  5 

New  Hampshire  41 
New  Jersey  8  34 

New  Mexico  165  2.6 

New  York  SUNY         16  1 
North  Carolina(l) 
North  Dakota 

Ohio  13.4 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island  1  22  99 

South  Carolina       16  12 
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Table  B-7 — Continued 


State 


Federal 
%  % 

A  4l 


State 


% 


Private 
Foundation 
%  % 


Institutional 
Funds 
%  % 


South  Dakota 

Tennessee(l) 

Texas (1) 

Utah 

Vermont 

Virginia 

Washington 
West  Virginia 
Wisconsin 
Wyoming(l) 


23  30 
30 

(funds  increased  but  number  of  recipients  decreased  1%) 
1A6  70  80 

10  5 
13  20  16  25 


Frequency 


14 


Percent  of  35 
reporting  states  40 


15 


5.7       42.8     2.8  20 


0 


20 


5.7 


(1)  data  not  reported 

(2)  did  not  participate 

(3)  no  community  college  system 
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Table  B-8 

State  Provisions  for  Colleges  Experiencing  Enrollment  Declines 


State 


YES 


NO 


Comments  by  Respondents 


Alabama 

Arkansas 

California 


NA 
X 


Colorado 


Connecticut 

Delaware 
Florida 


Georgia 
Idaho 
Illinois 
Indiana 


X 
NA 


X 
X 
X 


CC  budget  provides  funds  to  districts  to 
stabilize  C  budget  because  of  declining 
enrollment.    Chancellor's  office  has 
spread  out  revenue  reductions  over  a  3- 
year  period  instead  of  immediate 
reduction  brought  about  because  of 
declining  enrollments. 

2.5-year  lag  in  funded  enrollments. 
Fixed/variable  cost  approach.  Special 
provisions  if  decline  caused  by  state 
action. 

Faculty  lines  will  be  decreased  based  on 
three  year  enrollment  coverage  used  in  the 
instructional  formula. 


The  average  FTE  enrollment  over  the  prior 
3  years  must  be  more  then  5%  below  the 
funded  enrollments  for  the  previous  year 
before  the  cost-to-continue  amount  is 
reduced . 


Not  enrollment  driven. 


1.  Funding  is  adjusted  downward  to 
reflect  reduced  enrollment. 

2.  New  funding  is  recommended  for 
student  outreach  programs. 
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Table  B-8— Continued 


State 


YES 


NO 


Comments  by  Respondents 


Kansas 
Kentucky 

Louisiana  X 


Maryland 

Michigan 
Minnesota 


X 


Mississippi 
Missouri 
Montana 
Nebraska 
New  Jersey 


NA 


X 
X 


X 
NA 
X 
X 


Under  the  formula  a  provision  allows 
institutions  to  be  funded  at  the  same 
amount  as  in  the  previous  year.  However, 
due  to  severe  state  economic  problems, 
formula  funding  has  been  reduced  in  the 
last  two  years. 

Funding  on  two  prior  year  FTE '  s  see 
proposed  funding  changes  in  proposed 
legislation. 


We  had  a  "safety -net"  to  replace  tuition 
lost  beyond  3%  of  the  previous  year's 
enrollment  with  the  state  appropriations. 
We  discontinued  this  practice  in  FY  1986. 


The  sector's  allocation  formula  is  based 
upon  the  enrollment  at  the  college  the 
previous  year;  college's  experiencing 
enrollment  declines  have  a  1-year  grace 
period  before  the  decline  impacts  upon 
state  funding. 
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Table  B-8— Continued 


State 


YES 


NO 


Comments  by  Respondents 


New  York  SUNY  X 


New  Mexico 


Nevada 


North  Carolina  X 
Ohio  X 


State  aid  formula  allows  a  college  to  use 
the  greater  of  either  a  calculated  FTE 
(20-30-50%  of  past  3  years)  or  previous 
year's  actual  FTE  to  calculate  state  aid. 

Has  limited  funding  decrease  to  a  maximum 
of  10%  in  a  single  year  for  the  last  two 
years. 

No  formal  policy  on  statute  directives  in 
the  area,  but  an  informal  practice  exists 
where  state  budget/legislature  will  not 
reduce  existing  FT  faculty  for  a  biennial 
period . 

3/3  Rule  -  see  attached 

Yes,  each  institution  has  a  "base"  FTE. 
If  the  institution's  enrollment  (FTE) 
falls  below  the  "base"  PTE,  part  of  the 
funding  is  determined  at  the  "base"  FTE 
to  provide  funding  protection  for  the 
institution. 


Pennsylvania 
Rhode  Island 
South  Carolina 

Tennessee 

Texas 

Utah 


X 
X 
X 

X 
X 
X 


Only  formula  funding  is  basis  of 
allocations. 


"No,  we  are  projecting  enrollment  growth 
to  continue  for  a  number  of  years." 


Virginia 
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Table  B-8— Continued 


State  YES 

NO 

Comments  by  Respondents 

Washington 

X 

West  Virginia 

X 

Funding  is  not  enrollment-driven.  Trends 
are  monitored  and  adjustment  made  in 
consultation  w/ institutions. 

Wisconsin 

X 

Wyoming 

1.  Funding  is  not  provided  on  enrollment 
basis. 

2.  Special  funds  to  assist  in  covering 
tuition  shortfall. 

States  not  providing  data: 


Alaska 

Arizona 

Hawaii 

Iowa 

Maine 

Massachusetts 
New  Hampshire 
North  Dakota 
Oklahoma 
Oregon 
South  Dakota 
Vermont 
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Table  B-9 

Reported  Current  Critical  Problems  Facing  State  Financing 


State 


Reported  Problems 


Alabama 
Arkansas 

California 


Colorado 
Connecticut 

Delaware 
Florida 

Georgia 
Idaho 


Illinois 

Indiana 

Kansas 

Kentucky 


"Proration;  lack  of  stable  funding  base." 

Declining  enrollments  and  funding  for  deferred 
maintenance.    CCs  do  not  participate  in  state 
capital  fund. 

Constitutional  spending  limits,  deferred 
maintenance,  capital  outlay  programs,  turning 
around  lost  revenue  due  to  declining  enrollments, 
adequate  funding. 

Overall  funding  levels,  small  college  issues,  local 
district  issues,  revenue  deducts. 

Adequate  funding  for  necessary  support  staff, 
deferred  maintenance  on  facilities,  and  funding  for 
noncredit  Job  Training  Programs. 


Replacement  of  obsolete  and  worn  equipment;  faculty 
salaries. 

Enrollment  declines. 

1.  Declining  percentage  of  state  funds  in  total. 

2.  Property  tax  caps. 

3.  The  attitude  that  CCs  are  not  part  of  the  state 
system  of  higher  education. 

Declining  farmland  values  which  reduce  the  local 
tax  base  of  the  colleges. 


"Lack  of  state  revenues." 

Adequate  funding  for  primary  and  support  programs, 
salaries,  equipment,  student  aid,  renovation/repair 
projects,  and  new  facilities. 
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Table  B-9— Continued 


State 


Reported  Problems 


Louisiana 

Maryland 
Michigan 
Minnesota 


Mississippi 


Montana 
Nebraska 


New  Jersey 


New  Mexico 


The  same  as  the  problems  facing  all  of  higher 
education  and  the  state  in  general — a  shrinking 
revenue  base. 

Chapter  V  in  Blueprint  for  Quality. 


Faculty  salaries,  special  support  services  to 
disadvantaged  students,  initiatives  in 
telecommunications,  continuing  education  for 
economic  development. 

In-year  budget  reductions  by  state  4  of  last  5 
years;  reduction  in  state  support  for  FY1987  by 
14%;  local  tax  support  not  increasing 
proportionately  to  state  support  or  to  total 
revenues;  no  provision  for  differential  program 
cost. 

Revenue  shortfall  in  state  taxes  has  produced 
deductions  in  state  funds  for  all  state  agencies. 

1.  Absolute  dollar  declines  in  state-aid  funding. 

2.  Continued  pressure  on  property  taxes  and  tuition 
as  a  substitute  for  state-aid  (Nebraska  is  a 
relatively  high  property  tax  state). 

3.  Disproportionate  enrollment  growth  in  eastern 
urban  areas  which  effectively  shift  state-aid  from 
primarily  rural  areas. 

4.  New  priorities  in  economic  development  and  job- 
retraining  for  which  no  new  funds  are  available. 

Declining  enrollments;  increasing  number  of 
students  in  need  of  basic  skills  remediation;  high 
cost  of  technical  allied  health  programs. 

1.  Establishing  a  formula  funding  mechanism  for 
independent  two-year  colleges. 

2.  Funding  for  student  services  (what  level  should 
state  support) . 
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Table  B-9— Continued 


State 


Reported  Problems 


New  York 


Nevada 

North  Carolina 
Ohio 


Pennsylvania 
Rhode  Island 

South  Carolina 

Texas 
Utah 

Virginia 
Washington 


SUNY  has  committed  to  providing  aid  for  40%  of  net 
operating  costs,  but  this  has  not  been  achieved. 
Also,  additional  funding  is  sought  for  technical 
programs  to  cover  higher  cost  of  equipment  and 
instruction. 

Administrative  support  staffing. 
Instructional  salaries. 

"The  community  colleges  are  offering  more  noncredit 
courses,  and  courses  that  are  specific  to  a  short- 
term  project,  that  are  not  being  funded  by  the 
state. " 

"Additional  funding  needed  for  operating.  Proposal 
for  funding  changes  is  being  prepared." 

Governor  has  limited  state  appropriation  increases 
for  FY88  to  4.5%  over  FY  87.    This  does  not  allow 
funds  for  any  expanded  programs  or  changes. 

"Revenue  shortfalls — 2.6%  budget  cut — austere 
budgeting."    State  not  meeting  100%  formula 
funding. 

Unprecedented  state  deficit. 

"Adequate  funding  for  enrollment  growth;  equipment, 
libraries,  faculty  salaries." 

Enrollments  are  expected  to  grow  by  approximately 
4%  this  FY.    This  increase  is  not  financed  in 
current  appropriations. 

Faculty  salaries,  equipment,  plant  maintenance, 
student  assessment. 
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Table  B-9— Continued 


State 

Reported  Problems 

West  Virginia 

Lack  of  growth  in  state  support,  pressure  to  raise 
student  fees,  and  increased  administrative 
flexibility. 

Wisconsin 

Limit  of  1-5  mills  on  property  taxes  for 
operational  purposes. 

Wyoming 

Declining  enrollment,  declining  population. 

States  not  providing  data: 


Alaska 

Arizona 

Hawaii 

Iowa 

Maine 

Massachusetts 

Missouri 

New  Hampshire 

North  Dakota 

Oklahoma 

Oregon 

Tennessee 

Vermont 


APPENDIX  C 
EVALUATION  CRITERIA  CHECKLIST 


Financing  Statewide  Community  College  Systems  Survey 
Evaluation  Criteria  Checklist  for  Statewide  Finance  Plans 


Expert  Panel  Member  Name: 


Directions.    Circle  the  number  which  in  your  judgment  is  indicative  of  the 
best  level  of  importance  to  be  placed  on  that  criteria  when 
evaluating/constructing  statewide  finance  plans. 

Please  use  the  following  scale: 

1  =  Essential  consideration 

2  =  High  level  of  importance 

3  =  Medium  level  of  importance 

4  =  Low  level  of  importance 

5  =  Not  essential  for  consideration;  do  not  include  as  criteria 

Consideration  Level 


Criteria 


Not 

Essential 

Essential    High    Medium    Low  Criterion 


1 .  The  plan  should  recognize  the 
the  state  as  responsible  for 
developing  a  plan  for  the  total 
financial  support  of  public 
community  colleges. 

2.  The  state  should  provide  primary 
support  with  supplements  from: 

a.  local  sources 

b.  tuition  and  fees 

c.  federal  sources  (please 
exclude  federal 
scholarship  aid) 

d.  state  should  provide  total 
support  of  cost 

3.  Student  tuition  and  fees  should 
be  kept  as  low  as  possible: 

a.  no  higher  than  33%  of  total 
operational  costs  per  college; 

b.  no  upper  limits. 

c.  eliminate  fees  and  tuition 


1 
1 
1 


2 
2 
2 


2 

2 
2 


3 
3 
3 


3 

3 
3 


4 
4 
4 


4 
4 
4 


5 
5 
5 


5 
5 
5 
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Consideration  Level 

Not 

Essential 

Criteria  Essential    High    Medium    Low  Criterion 

4.  The  plan  should  recognize  the  12  3  4  5 
need  to  maintain  sensitivity  to 

local  needs  in  planning, 
programming,  and  operation  of 
each  institution  by  delegating 
both  the  responsibility  and 
authority  for  local  financial 
operation  to  local  boards  of 
trustees  without  reference  to 
the  source  of  funding. 

5.  The  plan  should  provide  the  12  3  4  5 
advantages  and  benefits  of  a 

long-range,  coordinated  approach 
to  education  at  the  state  level 
by  providing  for  a  statewide 
coordinating  agency  that  has  only 
one  responsibility — to  provide 
state-level  coordination  of 
institutions . 


6.    The  above  state  level  agency  may  12  3  4  5 

report  to  another  state  level 
planning  agency  that  has  concerns 
for  the  total  program  of  higher 
education. 


7.    The  plan  should  be  directly  related         12  3  4  5 

to  program  cost  factors  and  should 
use  the  most  recent  data  available. 
There  should  be  provisions  for  fixed 
costs  that  will  be  somewhat  different 
for  each  institution,  and  variable 
costs  related  to  factors  of  numbers, 
institution  size,  and  similar  data. 


8.    The  plan  should  include  parameters  12  3  4  5 

related  to  the  differentiation  of 
funding  for  each  institution.  These 
parameters  should  include  at  least 
the  following:    (a)  number  of 
students  enrolled,  (b)  geographical 
location  of  the  campus,  (c)  status 
of  the  campus  or  center,  (d)  cost 
of  programs  or  courses,  and  (e) 
cost  of  function. 
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Consideration  Level 

Not 

Essential 

Criteria  Essential    High    Medium    Low  Criterion 

9.    The  plan  should  provide  the  12  3  4  5 

state  coordinating  agency  with 
discretionary  authority  to 
alleviate  emergency  situations 

(a)  by  establishing  a  contingency 
fund  to  act  as  a  buffer  in  times 
of  fluctuating  enrollments  and 

(b)  by  devising  a  policy  on 
making  special  grants  to  colleges 
that  would  enable  an  institution 
to  start  new  programs,  to  develop 
models  for  improving  college 
management,  or  to  carry  out  new 
untried  or  experimental  or 
innovative  programs. 


10.  The  plan  should  provide  a  management      12  3  4  5 
information  system  used  by  all 

institutions  and  should  establish 
a  common  format  for  accountability. 

11.  The  plan  should  provide  incentives         12  3  4  5 
that  reward  efficiency,  good 

management,  and  improved  service. 

12.  The  plan  should  establish  a  three-  12  3  4  5 
step  process  model  in  allocating 

funds  to  each  institution:  (a) 
conduct  an  annual  cost  analysis  of 
expenditures  in  each  college  and 
summarize  as  a  basis  for  establishing 
values  for  the  subsequent  year,  (b) 
compute  the  total  appropriate  request 
and  forward  with  supporting  data  to 
the  legislature,  and  (c)  compute  for 
each  college  the  allocation  of  funds 
for  that  institution. 


13.  The  state  should  provide  full  cost  12  3  4  5 
start-up  funds  for  high  tech  courses 

for  a  sufficient  time  to  allow  the 
program  to  grow  and  stabilize  without 
reference  to  normal  funding  processes. 

14.  The  state  plan  should  provide  special      12  3  4  5 
allocations  for  library  and  media 

support  services  to  ensure  adequate 
support  for  high  tech  courses  and 
science  courses. 


Criteria 
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Consideration  Level 


Not 

Essential 

Essential    High    Medium    Low  Criterion 


15.  Special  allocations  should  be 
made  to  assure  student 
support  services  for  weekend 
programs  and  night  programs 
while  students  are  on  campus. 

16.  If  states  mandate  special 
programs  such  as  testing  for 
entry,  exit,  and  quality 
achievement,  then  state  plans 
should  allocate  funds  to  cover 
increased  personnel  and  M.I.S. 
costs. 


1 


Please  list  other  criteria  you  feel  should  be  included. 


Thank  you  for  your  help. 


BIOGRAPHICAL  SKETCH 


Sherry  Mercer,  a  native  of  Gainesville,  Florida,  received  a  B.A. 
degree  in  English  from  Florida  Southern  College  in  Lakeland,  Florida 
in  1966;  an  M.A.  in  management  from  Central  Michigan  University  in 
1976,  and  the  Ph.D.  in  educational  leadership  from  the  University  of 
Florida  in  1987. 

Ms.  Mercer  has  experience  as  a  school  teacher  in  both  public 
schools  and  an  in-patient  psychiatric  hospital  for  children. 
Administrative  experience  was  gained  as  director  of  a  profit-making 
preschool  center  for  100  children  and  as  a  director  for  a  children's 
out-patient  service  for  a  community  mental  health  center  where  she 
planned  and  established  a  program  for  comprehensive  outpatient 
services.    Project  and  grants  management  experience  was  gained  as 
director  ofan  older  American  Title  VII  project  and  as  a 
planner/monitor  for  a  district  area  agency  on  aging.    Ms.  Mercer  has 
experience  with  a  major  international  rotary  drilling  manufacturer  as 
a  corporate  development  specialist  responsible  for  administrative 
development  and  management  of  a  subsidiary,  which  included  corporate 
planning  and  research. 

Since  1983,  Ms.  Mercer  has  been  employed  by  Santa  Fe  Community 
College  in  the  Office  of  Management  Information  Services  partially 
responsible  for  institutional  reports,  research,  and  data  collection. 

222 


I  certify  that  I  have  read  this  study  and  that  in  ray  opinion  it 
conforms  to  acceptable  standards  of  scholarly  presentation^ and  is 
fully  adequate,  in  scope  and  quality,  as  a  dissertation  for  the  degree 
of  Doctor  of  Philosophy. 


es  L.  Wattenbarger ,  ChaiHfman 
ofessor  of  Educational  Leadership 


I  certify  that  I  have  read  this  study  and  that  in  ray  opinion  it 
conforms  to  acceptable  standards  of  scholarly  presentation  and  is 
fully  adequate,  in  scope  and  quality,  as  a  dissertation  for  the  degree 
of  Doctor  of  Philosophy, 


//--—■  —  /  / 

//John  H.  James/ 

Associate  Professor  of  Management 

and  Administrative  Sciences 


I  certify  that  I  have  read  this  study  and  that  in  my  opinion  it 
conforms  to  acceptable  standards  of  scholarly  presentation  and  is 
fully  adequate,  in  scope  and  quality,  as  a  dissertation  for  the  degree 
of  Doctor  of  Philosophy. 


Ernest  H.  St( 
Professor  of 


icational  Leadership 


I  certify  that  I  have  read  this  study  and  that  in  my  opinion  it 
conforms  to  acceptable  standards  of  scholarly  presentation  and  is 
fully  adequate,  in  scope  and  quality,  as  a  dissertation  for  the  degree 
of  Doctor  of  Philosophy. 


C.  Arthur  Sandeen 

Professor  of  Educational  Leadership 


This  dissertation  was  submitted  to  the  Graduate  Faculty  of  the  College 
of  Education  and  to  the  Graduate  School  and  was  accepted  as  partial 
fulfillment  of  the  requirements  for  the  degree  of  Doctor  of 
Philosophy. 


December,  1987 


Dean,  Graduate  School 


